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Re : Tucson Electric Power Company's  Demand-Side  Management Portfolio
E-01933A-07-

Docke t Control:

P urs ua nt to Arizona  Corpora tion Commis s ion ("Commis s ion") De cis ion No. 69568
(Ma y 21, 2007), e nclos e d ple a s e  find a n origina l a nd 13 copie s  of Tucs on Ele ctric P owe r
Compa ny's  ("TEP " o r the  "Compa ny") p ropos e d  De ma nd-S ide  Ma na ge me nt ("DS M")
P ortfolio 2008-2012 (the  " DS M P ortfolio").

The  DSM Portfolio conta ins  the  following programs :

(i)
(ii)
(iii)

(iv)
(v)
(vi)
(vii)
(viii)
(ix)
(x)

Residentia l New Construction (Guarantee  Home Program) ,
Low-Income  We a the riza tion,
Shade Tree,
Education and Outreach,
Res identia l HVAC Replacement,
Efficie nt Comme rcia l Building De s ign,
Non-Re s ide ntia l Exis ting Fa cilitie s ,
Compact Fluorescent Lamp Buydown,
Small Business , and
Dire ct Loa d Control.

TEP  is  filing  the  Dire ct Te s timony of Ms . De nis e  S mith  in  s upport of the  DS M
P o rtfo lio  wh ich  in c lu d e s  th e  DS M P o rtfo lio  P la n  a n d  d e ta ils  o f th e  DS M Ad ju s to r
Me cha nism (including the  DS M Efficie ncy Ince ntive  a nd the  DS M P e rforma nce  Ince ntive ).
TEP  is  re que s ting tha t the  Commis s ion a pprove  the  DS M P ortfolio in this  proce e ding but
tha t the  DS M Adjus tor Me cha nis m be  a pprove d in the  TEP  ra te  ca s e  proce e ding tha t is
be ing file d with the  Commis s ion this  da y. TEP  incorpora te s  by re fe re nce  a ny informa tion
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l l

presented in the  TEP ra te  case  tha t the  Commission deems necessary in order to approve  the
DS M P ortfolio in this  proce e ding.

Accordingly, the  Company reques ts  tha t the  Commiss ion (i) e s tablish a  docke t for the
cons ide ra tion a nd a pprova l of the  DSM Portfolio, (ii) is sue  a  P roce dura l Orde r e s ta blishing a
he a ring sche dule  in the  docke t, (iii) orde r a  P roce dura l Confe re nce  to be  he ld a t its  e a rlie s t
conve nie nce  to discuss  the  submitta l of a dditiona l te s timony a nd e xhibits  in the  docke t, a nd
(iv) is sue  a  fina l orde r a pproving the  DS M P ortfolio, continge nt upon the  e s ta blishme nt of a
DSM Adjus tor Mechanism to recove r the  cos ts  the reof.

If you have  any questions, please  do not hesita te  to contact me a t (520) 884-3664.

S ince re ly,

MIng Us
Miche lle  Live ngood

Enclosures
cc: Cha irman Gleason

Commis s ione r Munde ll
Commis s ione r Ha tch-Mille r
Commiss ione r Mayes
Commiss ioner P ie rce
Erne s t Johnson, Esq., Dire ctor, Utilitie s  Divis ion
Chris topher C. Kempley, Esq., Chie f Counse l
Lyn Fa rmer, Esq. Chie f Adminis tra tive  Law Judge
Ms . Ba rba ra  Ke e ne , Utilitie s  Divis ion
Mr. Ra y Willia ms on, Utilitie s  Divis ion
Mr. J e rry Ande rs on, Utilitie s  Divis ion
Ms . J ulie  McNe e ly-Kirwa n, Utilitie s  Divis ion
Parties to the  TEP ra te  case
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1 I. INTRODUCTION •

2

3 Q- Please state your name and address.

4 My na me  is  De nis e  A. S mith. My bus ine s s  a ddre s s  is  4350 E. Irvington Roa d, Tucs on,

Arizona .5

6

7 Q- What is  your employment pos ition"

8 A.

9

I a m  the  Dire ctor of Cons e rva tion a nd Re ne wa ble  P rogra m s  for Tucs on Ele ctric  P owe r

Compa ny ("TEP " or the  "Compa ny"), UNS  Ga s , Inc. a nd UNS  Ele ctric, Inc.

10

11 Q. Please describe your education and professional background.

12

13

14

I gra dua te d from Northe rn Arizona  Unive rs ity ("NAU") in  1991 e a rning a  Ba che lor of

S cie nce  de gre e  in Ma the ma tics  with a n e xte nde d ma jor in S ta tis tics  a nd the n comple te d

gra dua te  work in S ta tis tics  a t NAU. Afte r le a ving NAU, I wa s  hire d by P ima  As s ocia tion

15 of Gove rnme nts  in  1992  in  the  Tra ve l Re duction  P rogra m, which  re duce s  ve h ic le

16 emiss ions  by ta rge ting ma jor employe rs  to minimize  employees ' trave l to and from work.

17

18

19

20

21

22

23

24

25

26

27

I was  hired in 1996 by TEP  a s  a  Demand-S ide  Management ("DSM") Ana lys t, deve loping,

a na lyzing a nd re s e a rching ne w DS M a nd e ne rgy-re la te d ma rke t progra ms . During tha t

time  I a ls o imple me nte d a nd re porte d on the  progre s s  of e xis ting DS M progra ms  a nd

tra ns itione d DS M progra ms  into ma rke t-tra ns forma tion progra ms . In 1999, I move d into

the  P ricing a nd Ra te s  De pa rtme nt, de ve loping cos t-of-s e rvice  a nd re ve nue  re quire me nt

mode ls . In 2002, I wa s  promote d to the  Dire ctor of the  P ricing a nd Ra te s  De pa rtme nt. I

then accepted the  pos ition of Director of Conse rva tion Se rvices . Most recently my pos ition

was  expanded to include  Renewable  P rograms . I manage  the  success ful TEP  Gua rantee

Home Program ("GHP") and, for the  pas t year, have  been resea rching and deve loping new

DSM progra ms  for UniSource  Ene rgy Corpora tion ("UniSource  Ene rgy") a nd its  a ffilia te s .

A.

A.
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1

2

During  my te nure  a t TEP , I comple te d  a  Ma s te rs  o f Bus ine s s  Adminis tra tion  a t the

Unive rs ity of P hoe nix.

3

4 Q, What is the purpose of your testimony in this proceeding?

5

6

7

8

9

10

11

12

13 I

14

15

16

17

The  purpos e  of my te s timony is  to  pre s e nt the  Compa ny's  p ropos e d  De ma nd-S ide

Ma na ge me nt ("DS M") P rogra m P ortfolio P la n for 2008 through 2012 ("DS M P ortfolio"),

which is  a tta che d he re to a s  Exhibit DAS -1. My Dire ct Te s timony be gins  with  s ome

ge ne ra l comme nts  on the  Compa ny's  propos e d DS M P ortfolio, including re s pons e s  to

re que s ts  for informa tion by Arizona  Corpora tion Commis s ion ("Commis s ion") S ta ff in

TEP 's  Motion to Ame nd De cis ion No. 62103 (Docke t No. E-01933A-05-0650) ("1999

S e ttle me nt Agre e me nt Ame ndme nt Ca s e "). I e xpla in the  s pe cific DS M progra ms  which

the  Company proposes  a t this  time . Cons is tent with Commiss ion direction in Decis ion No.

69568 (Ma y 21, 2007), the n dis cus s  cos t re cove ry me cha nisms  for DS M e xpe nse s , (I

s hould note  tha t while  l pre s e nt informa tion re ga rding cos t re cove ry me cha nis ms  in this

proce e ding, we  a re  re que s ting a pprova l of the  DS M cos t re cove ry me cha nism in the  ra te

ca s e  tha t TEP  file d  purs ua nt to  De cis ion  No. 69568.) I conclude  by re s ponding to

suggestions of some energy e fficiency advoca tes  for an energy e fficiency s tandard ("EES").

1 8

19 11. GENERAL COMMENTS ON THE COMPANY'S DEMAND-SIDE

20 MANAGEMENT PGRTFOLIO.

2 l

22 Q- Ms. Smith, what is the general purpose of the proposed DSM Portfolio"

23

24

25

26

27

TEP, like  othe r Southweste rn e lectric utilitie s , has  been experiencing an increase  in annua l

pe a k hour de ma nd ove r the  la s t s e ve ra l ye a rs  a nd a n a ccompa nying incre a se  in a nnua l

e ne rgy sa le s . From 2002 through 2006, a nnua l pe a k-hour-de ma nd incre a se d a t a  ra te  of

5.64 percent per year and annua l energy sa les  increased a t a  ra te  of 3.59 percent per year.

While  the  Compa ny ha s  sufficie nt ge ne ra tion ca pa city or ca pa city purcha se s  to me e t its

A.

A.

2



I

2

3

e xpe c te d de ma nd for the  ne xt fe w ye a rs , it is  in  the  inte re s t of our cus tome rs  a nd

shareholders  to pursue  the  development of cos t-effective  "megawatt" capacity through the

various  load reduction programs.

4

5

6

7

8

9

1 0

In 2006, annua l peak-load demand, including los s es , was  2,365 MW. However, the  load

dura tion curve  is  very s teep. The  upper 36 MW of demand occurred over only e ight hours

of the  ye a r. The  uppe r 127 MW of de ma nd occurre d ove r 28 hours  of the  ye a r a nd

represented only 0.0162 percent of the  annual incremental energy sold. The upper 88 load

hours , or l pe rcent of annua l hours , repres ented 246 MW or 10.4 percent of demand and

0.0775 percent of the annual incremental energy sold.

11

1 2

13

1 4

This  information sugges ts  an opportunity for us ing cos t-effective  DSM measures  to reduce

the  need for additiona l gene ra ting capacity in the  future . TEP 's  propos ed DSM Portfolio

meets  the goal of reducing both annual peak hour demand and annual energy consumption

in a  cos t-effective manner.1 5

1 6

1 7 Q-

18

Is the Company planning to propose any other measures to reduce annual peak hour

demand and annual energy consumption"

1 9

20

2 1

Yes . In its  ra te  case , the  Company proposes  two ra te  des igns  that will support reduction of

annual peak hour demand and annual energy consumption. Firs t, the  Company proposes

inve rte d block ra te s  for re s ide ntia l a nd comme rc ia l cus tome rs  tha t will provide  a n

22

23

24

25

26

27

additiona l financia l incentive  to reduce  ene rgy cons umption. Tha t financia l incentive  will

be  equal to the  differentia l in incrementa l energy ra tes  between the  lowes t tie r of ra tes  and

the  middle  or uppe r tie rs  of ra te s , a nd s hould re duce  ye a r-round e ne rgy cons umption.

Se cond, TEP 's  propos a l for Time -of-Us e  ("TOU") ra te s  will provide  a dditiona l fina ncia l

incentives  to reduce  energy cons umption during times  of high demand, While  thes e  ra te

propos a ls  a re  not s pe cific e le me nts  of our DS M P ortfolio, the y will e ffe ctive ly provide

A.

3



1 additiona l financia l incentive s  to cus tomers  to utilize  the  DSM program offe rings .

2

3 Q,

4

S ta ff p re vio u s ly h a s  re q u e s te d  s p e c ific  in fo rm a tio n  a b o u t th e  Co m p a n y's  DS M

P ortfo lio . Wha t in fo rma tion  is  TEP  p rovid ing  in  s upport o f its  DS M prog ra ms ?

5

6

The  Compa ny is  providing the  de ta ile d informa tion Commis s ion S ta ff re que s te d in the

1999 Case. a t  th e  re q u e s t  o fS e ttle me nt Agre e me nt Ame ndme nt

7

For e xa mple ,

Com m is s ion  S ta ff,  TEP  u tilize d  the  S oc ie ta l Cos t ("S C") Te s t to  a na lyze  the  c os t

8

9

e ffectiveness  of potentia l DSM programs . The  Company does  not agree  tha t the  sole  use

of this  e a s t-be ne fit te s t s ugge s te d by S ta ff is  the  only a ppropria te  me a s ure  of e ffe ctive

10 DS M. The  Compa ny ha s , howe ve r, provide d the  informa tion in re s pons e  to S ta ff" s

11

12

reques t. The  Company be lieves  tha t the  reques ted SC Tes t should be  conducted a long with

the  Tota l Res ource  Cos t ("TRC") and Ra te  Impact Meas ure  ("RIM") te s ts .

13

14

15

16

17

18

19

20

21

22

The  only way to e s tablish the  ra te  impacts  of a  DSM program is  to te s t the  program unde r

the  RIM te s t. A RIM be ne fit/cos t ra tio of one  or gre a te r e nsure s  tha t the  progra m will put

downwa rd pre s s ure  on ra te s . Conve rs e ly, if the  RIM ra tio is  le s s  tha n one , the  progra m

will put upwa rd pre ssure  on ra te s . The  Compa ny fe e ls  oblige d to a void unne ce ssa ry ra te

incre a se s . Be ca use  the  Compa ny is  conce rne d a bout the  bills  of a ll of its  cus tome rs , not

jus t thos e  tha t pa rticipa te  in DS M progra ms , it be lie ve s  tha t te s ting pote ntia l progra ms

unde r the  RIM te s t is  e s se ntia l. If the  Commiss ion be lie ve s  ce rta in DS M progra ms  a re  in

the  public inte res t - but will cause  upward pressure  on ra tes  .-- then the  Commission should

ensure  TEP will be  able  to timely recover the  resulting increased expenditures  in ra tes .

23

24

25

26

27

In order to es tablish a  comple te  cos t-benefit ana lys is , TEP has  performed three  cos t-benefit

te s ts . As  de s cribe d a bove , TEP  conducte d the  RIM te s t. In a ddition, TEP  ha s  pe rforme d

the  TRC cos t-benefit tes t, which measures  the  cos ts  of a  DSM program aga ins t the  benefits

of the  progra m a s  a  s upply-s ide  option. TEP  ha s  a ls o pe rforme d the  re que s te d S C te s t.

A.

4



1 The  S C te s t diffe rs  firm the  TRC te s t in  two wa ys . Firs t, TEP  ha s  re pla ce d the  utility

2 ca pita l dis count ra te  with  a  s ocie ta l dis count ra te . S e cond, TEP  ha s  qua ntifie d the

3

4

environmenta l benefits  tha t a re  expected to result from DSM measures  ins ta lled in te rms of

pounds of SOx, NOt, and CON and ga llons  of wate r saved.

5

6 Q- Ms. Smith, what are the Company's overall DSM Portfolio goals and objectives?

7

8

9

1 0

11

12

13

14

15

16

The  Company a lways  wants  to make  sure  tha t its  DSM proposa ls  make  sense  for Arizona

consumers . This  means  tha t making programs  cos t-e ffective  is  a  pa ramount goa l. To tha t

end, the  Company's  DSM Portfolio goa ls  and objective s  provide  a  measured approach to

DS M by ca re fully cons ide ring, on a  ca s e -by-ca s e  ba s is , the  a va ila bility a nd via bility of

va rious  te chnologie s  in Arizona , a s  we ll a s  the  ra te  e nvironme nt in which the  Compa ny

opera tes . it is  only through this  ca re ful ana lys is  tha t the  Company and the  Commiss ion can

prote ct Arizona  ra te pa ye rs  from a dve rse  ra te  impa cts  due  to the  imple me nta tion of DSM.

The  Company be lieve s  tha t through we ll-rca soned implementa tion of cos t-e ffective  DSM,

the  Compa ny ca n  re ma in  committe d  to  bo th  improving  the  e nvironme nt a s  we ll a s

protecting ratepayers from unnecessary rate  increases.

17

1 8

19

20

21

The  Compa ny be lie ve s  in promoting cos t-e ffe ctive  DS M for its  cus tome rs . It ha s  a nd will

continue  to take  an active  role  in educating customers  about the  ava ilable  programs and the

pos itive  impa cts  DS M me a s ure s , including e ne rgy e fficie ncy, ca n ha ve  on cus tome rs '

e lectric bills . The  Company and the  Commiss ion have  hea rd from cus tomers  who want to

22

23

24

25

ge t more  involve d in e ne rgy e fficie ncy. The  Compa ny ce rta inly wa nts  to provide  thos e

cus tome rs  with the  informa tion a nd the  a bility to do so. Howe ve r, the  Compa ny a nd the

Commiss ion have  a lso hea rd from consumers  who a re  conce rned about the  ris ing cos t of

e le ctricity. The re fore , the  Compa ny mus t cons ide r how DS M de cis ions  will ultima te ly

ra ise  ra te s  for cus tomers . The  inte re s ts  of the  environment and rea sonable  ra te s  mus t be26

27 we ighe d a nd to do s o, cus tome rs  mus t be  give n the  informa tion to ma ke  de cis ions  for

A.

5



I the mse lve s . In  the  e nd, the  Compa ny s hould promote , provide  a nd imple me nt cos t-

2 e ffective  DSM ta riffs  and programs.

3

4 Q- P le a s e  id e n t ify  th e  DS M p ro g ra m s  th a t  a re  in c lu d e d  in  TEP ' s  p ro p o s e d  DS M

5 P o rtfo lio .

6 The  Compa ny propos e s  to include  the  following DS M progra ms  which a re  de s cribe d in

more  de ta il be low and in the  a ttachments  to the  DSM Portfolio:7

8

9

10

11

12

13

14

15

16

17

(i)

(ii)

(iii)

(iv)

(v)

(vi)

(vii)

(viii)

(ix)

(x)

Res identia l New Cons truction P rogram (Exis ting),

Low-Income  We a the riza tion ("LIW") P rogra m (Exis ting),

Shade  Tree  Program (Exis ting),

Educa tion and Outreach Program (Exis ting),

Dire ct Loa d Control ("DLC") P rogra m (Ne w),

Res identia l HVAC Replacement P rogram (New),

Compa ct Fluore sce nt La mp ("CFL") Buydown P rogra m (Ne w),

Non-Re s ide ntia l Exis ting Fa cilitie s  P rogra m (Ne w),

Efficie nt Comme rcia l Building De s ign P rogra m (Ne w),

Sma ll Bus iness  DSM Program (New).

18

19 Q-

20

What is the estimated level of energy and capacity savings, utility costs, societal

benefits and costs, and other benefits of the DSM Portfolio as a whole?

21

22

23

24

Be low is  a  cha rt tha t de ta ils  the  DS M P ortfolio budge ts  a nd e s tima te d s a vings  for the

pe riod of 2008 through 2012. Additiona l informa tion a bout the  cos ts  a nd be ne fits  of the

ind ividua l DS M p rog ra ms  is  p rovide d  in  the  DS M P ortfo lio  a tta che d  to  my Dire c t

25

26

27

A.

A.
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Program Budget
2008-2012

Coincide nt P e ri
De ma nd

S a vings  (MW)

Non-
Coincide nt

Peak Demand
S a vings  (MW)

Annua l MWH
Savina1 .

Annual Thesrm
Savings

$63,310,337 183.4 247.0 211,600 303,970

TRC Te s t Portfolio Be ne fits $150,351 ,771

TRC Portfolio Cos ts $8I,404,485

TRC P ortfolio Ne t Be ne fits $68,947,286

SC Tes t Portfolio Bene fits $184,2I3,285

SC Test Portfolio Costs $81 ,404,485

SC Tes t Portfolio Ne t Benefits $102,808,799

Program

Water Savings
{Mi¥1icm
Gallons) SIX (Lbs) 3*3ox (Lbs}

(302 (Million
Lbs)

Education and Outreach 0.0 0 0 0.0

Dlrect Loa d Control 2.2 10,425 17,316 9.1

Residential Efficiency Programs

Low-Income Wea therizauon 0.5 2.453 4,074 2.1

New Home CQn>trL1cIion 21.4 102,434 170.151 89.5

Residential HVAC Retrofit 2.6 12,558 20.860 1 1 .0

Shade Tree Program 0.6 2,956 4.910 2.6

CFL Buydown Program 26.0 124,31 1 206.492 108.6

Residential Subtotal 51.2 244,712 406,487 213.8

1 DSM Portfolio Budge ts  and Estimated Savings  2008-2012

2

3

4

5
DSM Portfolio Ne t Be ne fits  2008-2012

6

7

8

9

1 0

1 1

1 2

1 3

1 4
In a ddition, the  DSM Portfolio provide s  othe r Environme nta l Be ne fits  outline d be low:

DSM Estima ted Environmenta l Bene fits  2008-2012
1 5

1 6

1 7

1 8

1 9

20

2 1

22

23

24

25

26

27
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N'o11~Resiée:ntial iiiificiernscjf I';rogran:as

Non-Residential Existing Facxlitles Program 26.5 126,715 210,485 110.7

17.9 85,433 141,912 74.6

Efficient Commercial Building Design 8.0 38,439I 63,850 33.6

Non-Residentlal Subtotal 52,4 250,587 416,247 218.9

Total 105.8 505,723 840,051 441.8

1

2

3 Small Business Program

4

5

6

7

8 Q- Please describe the marketing plans the Company will use to promote its DSM

9 P ortfo lio .

1 0

11

1 2

1 3

The  spe cifics  of the  ma rke ting s tra te gy a re  ta ilore d to e a ch progra m. Howe ve r, ma rke ting

plans  gene ra lly include  a  mix of inte rne t, print media , radio, direct contact, dire ct ma ilings ,

bill ins e rts  a nd pre s e nta tions . The  progra m de s criptions  a tta che d to the  DS M P ortfolio

more  fully describe  the  proposed marke ting approach for each program.

1 4

15 Q.

1 6

Pleas e  des cribe  the  de livery plans , inc luding implementa tion s chedules , the  Company

a ntic ipa te s  fo r its  DSM Portfo lio .

1 7 TEP  propos e s  tha t progra ms  be  imple me nte d us ing a  mix of both in-hous e  a nd outs ide

18 resources. S uch  a  mix will e na ble  TEP  to  ta ke  fu ll a dva nta ge  of e xpe rts  who ha ve

1 9

20

21

22

23

24

25

imple me nte d s imila r progra ms  in othe r a re a s , while  a lso us ing in-house  re source s  whe re

a ppropria te . For a ll progra ms , TEP  will re ta in re s pons ibility for progra m a dminis tra tion,

me a sure me nt a nd e va lua tion, a nd re porting a ctivitie s . TEP  inte nds  to is sue  Re que s ts  for

P ropos a l ("RFP s ") to qua lifie d firms  for a ll s ignifica nt a ctivitie s  tha t will be  outs ource d.

As s uming a pprova l of this  DS M P ortfolio in the  s e cond qua rte r of 2008, TEP  pla ns  to

imple me nt ne w progra ms  in the  fourth qua rte r of 2008, Modifica tion re que s te d to e xis ting

programs can be  implemented within s ixty (60) days  of approva l.

26

Z7

A.

A.

8



1 Q, How will the  Company meas ure  and eva lua te  the  pe rformance  of its  DSM Portfo lio?

2

3

4

5

In gene ra l, the  Company intends  to integra te  da ta  colle ction and tracking activitie s  directly

into the  progra m imple me nta tion proce s s . TEP  pla ns  to us e  a n inde pe nde nt third-pa rty

e va lua tion contra ctor to conduct e va lua tions . P rior to progra m imple me nta tion, TEP  will

s e le ct a n e va lua tion contra ctor. The  e va lua tion contra ctor will the n work dire ctly with

6

7

TE P ,  a n d  a n y imp le me n ta tio n  c o n tra c to rs ,  to  e n s u re  th a t p ro g ra m design and

implementa tion activitie s  will collect the  necessa ry da ta  for monitoring and eva lua tion.

8

9 Q. Does TEP have other plans to improve the accuracy of monitoring and evaluating its

10 DS M progra ms ?

11

12

13

14

15

16

17

18

19

20

21

22

Ye s . TEP  will be  s e e king a pprova l in a  s e pa ra te  docke t to conduct a  ba s e line  s tudy in

conjunction with its  propos e d DS M P ortfolio, cons is te nt with the  a gre e d-upon a pproa ch

for UNS Gas , Inc. ("UNS Gas") in its  ra te  ca se  docke t. A base line  s tudy is  necessa ry to (i)

e s tablish the  current leve l of deployment and sa tura tion of ene rgy e fficient technologie s  in

the  ma rke t, (ii) a s se s s  the  le ve l of ma rke t pe ne tra tion tha t e a ch progra m ma y be  a ble  to

re a lize  ove r time , (iii) ide ntify opportunitie s  for a dditiona l e ne rgy e fficie ncy improve me nts ,

a nd (iv) colle ct da ta  on loca l ma rke t a nd te chnology cha ra cte ris tics  to s upport future

progra m pla nning , e va lua tion  a nd  me a s ure me nt a ctivitie s . Exa mple s  of the  kind  of

informa tion colle cte d in a  ba s e line  s tudy include  non-re s ide ntia l a nd re s ide ntia l fa cility

types and characte ris tics (e .g., s qua re  foota ge , vinta ge ), equipment types and

cha ra cte ris tics , s a tura tion of e ne rgy system te chnologie s , e ne rgy s ys te m ope ra tiona l

characteristics, and current practices of energy systems specifiers and designers.

23

24 Q- How will TEP recover the costs of the proposed baseline study"

25

26

27

Although  TEP  will be  s e e king  a pprova l to  conduct a  ba s e line  s tudy in  a  s e pa ra te

proce e ding, the  Compa ny is  re que s ting the  cos ts  of the  s tudy be  re cove re d in the  DS M

Adjus tor Mechanism.

A.

A.

A.

9



1 Q- Pleas e  des c ribe  how TEP will adminis te r the  programs .

2 Mos t

3

4

5

6

In  ge ne ra l, TEP  will us e  in-hous e  re s ource s  for progra m a dminis tra tion .

adminis tra tion activitie s  will be  handled by Program Manage rs  who will ove rsee  day-to-

day activities  and reporting requirements . Program Managers will a lso oversee  activities  of

implementa tion contractors  when applicable . Additiona l de ta ils  about the  adminis tra tion

of the  DS M progra ms  a re  provide d in the  a tta chme nts  to the  DS M P ortfolio, which is

Exhibit DAS -l .7

8

9 111. SPECIFIC PROGRAMS WITHIN THE DSM PORTFOLIO.

10

11 A. Current P rograms  to  be  Continued .

12

13 Q- What current DSM programs does the Company intend to continue?

14 TEP is  propos ing to continue  the  following exis ting DSM programs:

15

16 the  Res identia l New Cons truc tion Program or

17

18

19

20

21

22

23

24

25

Firs t, "GHP " is  a  DS M progra m de s igne d

to utilize  the  most recent building-science  resea rch. It is  an integra ted sys tems approach to

de s igning a nd cons tructing highly e ne rgy e fficie nt ne w home s  tha t will re duce  e ne rgy

re quire me nts  fo r the ir fu ll 50+ ye a r life  e xpe cta ncy. The  GHP  include s  improve d

cons truction s ta nda rds  a nd qua lity control s te ps  tha t ma y include  on-s ite  ins pe ctions  to

confine  products  a re  ins ta lle d  prope rly, a nd te s ting  to  ve rify how the  re s ide nce  will

pe rform. S ince  the  implementa tion of the  GHP, numerous  cus tom and production builde rs

have  pa rticipa ted in the  program, with thousands  of homes  a lready cons tructed unde r the

GHP  a nd e ve n more  committe d by contra ct to the  GHP  to-da te . Cha nge s  to the  progra m

include  upda ted cons truction s tanda rds  to a cknowledge  tha t minimum code  requirements

26

27

ha ve  improve d  s ince  1999  a nd  tha t Fe de ra l Ene rgy S ta nda rd  min imum e quipme nt

efficiencies  have  changed. Results  of new engineering s tudies  and the  cost benefit ana lysis

A.

A.

10



1

2

3

4

5

s how tha t, on a ve ra ge , the  GHP  provide s  1.06 kW coincide nt pe a k re duction, 1,370 of

cooling  kph re duction , 706 of he a ting  kph re duction , a nd  12  the n s a vings  for e a ch

home  built to GHP  s ta nda rds . TEP  is  a ls o offe ring incre a s e d ince ntive s  a s  a n option to

builde rs  who choose  to use  highe r e quipme nt e fficie ncy s ta nda rds . The  GHP be ne fit cos t

re s ults  s how a  TRC of 2.04, a  S C of 2.63 a nd a  RIM of 1.57. Atta chme nt 4 to the  DS M

6 Portfolio provide s  progra m-spe cific de ta il.

7

8

9

1 0

11

1 2

1 3

1 4

1 5

1 6

1 7

1 8

1 9

20

2 1

22

23

S e cond, TEP  offe rs  a Lo w-In c o m e  We a th e r iza t io n  o r  LIW P ro g ra m adminis tra ted

through the  Tucson Urba n Le a gue  a nd P ima  County Community Se rvice s . TEP 's  funding

of the  LIW Program a llows  agencie s  to leve rage  TEP  funding with fede ra l, s ta te  and loca l

funds  to provide  we a the riza tion s e rvice s  to low~income  cus tome rs . The  ma in be ne fit of

the  LIW Program is  the  reduction of ga s  and e lectric hea ting bills  through reduced ene rgy

consumption for these  cus tomers . S ince  1991, approxima te ly 1,700 low-income  cus tomers

ha ve  re ce ive d we a the riza tion s e rvice s  from TEP . Cha nge s  to the  progra m include : (i)

incre a s e d funding to both a ge ncie s , (ii) a n e xpa nde d lis t of we a the riza tion me a s ure s

a llowe d in e a ch home , (iii) incre a s e d ma ximum dolla r s pe nding limit on e a ch home , (iv)

including CFLs , low-flow showe r a nd fa uce t a e ra tors , a nd hot-wa te r he a te r bla nke ts  to be

ins ta lled in eve ry low-income  home  tha t a lso qua lifie s  for emergency repa ir or flood repa ir

funding, a nd (V) incre a s e d re porting functions  s o a ge ncie s  mus t re port e a ch me a s ure

ins ta lle d in the  home s . The  ne w progra m will a llow TEP  to ca lcula te  a nd ve rify e ne rgy

a nd de ma nd s a vings  from the  LIW P rogra m a nd re port thos e  s a vings  in future  ye a rs .

Results  of enginee ring ana lys is  show tha t, on ave rage , each home  pa rticipa ting in the  LIW

P rogra m provide s  0.371 kW non-coincide nt pe a k re duction, 619 s umme r kph re duction,

495 winte r kph re duction a nd 68 te rns  s a ve d. LIW be ne fit- cos t re s ults  s how TRC of24

25

26

27

0.55, S C of 0.67 a nd RIM of 0.41. Howe ve r, this  a na lys is  doe s  not include  the  pos itive

a nd u qua ntifia ble  e ffe cts  of le ve ra ging fe de ra l a nd s ta te  funding for othe r improve me nts

to the  homes which furthe r reduce  energy consumption and improve  occupant comfort and

11



1

2

3

4

sa fe ty. TEP  re cognize s  tha t this  progra m doe s  not me e t the  pos itive  utility cos t te s ts , but

be lie ve s  tha t it is  importa nt for TEP  to include  e fforts  tha t a s s is t low-income  cus tome rs

with e ne rgy e fficie ncy improve me nts . Atta chme nt 3 to the  DS M P ortfolio provide s  more

program-specific de ta ils  and by this  re fe rence  is  incorpora ted here in.

5

6

7

8

9

10

11

12

13

14

15

16

17

18

Third, TEP 's S ha de  Tre e  P rogra m a dminis te re d through "Tre e s  for Tucson", a  progra m

offe re d through "Tucs on Cle a n a nd Be a utifUl", promote s  e ne rgy cons e rva tion a nd the

e nvironme nta l be ne fits  a s s oc ia te d  with  p la n ting  low-wa te r us a ge  tre e s  a nd  o the r

vege ta tion. TEP 's  funding of the  Shade  Tree  P rogram a llows  the  agency to leve rage  TEP

funding with in-kind dona tions  of la bor a nd ma te ria ls  to provide  sha de  tre e s  to re s ide ntia l

cus tomers , schools , and community projects . Dese rt-adapted tree s  have  been provided to

re s ide ntia l ne ighborhoods , public a re a s  a nd s chools  by TEP . S ince  1992, TEP  a nd its

partners  have  planted more  than 53,000 trees. Changes to the  Shade  Tree  Program include:

(i) incre a se d funding le ve ls  to a llow a  gre a te r numbe r of tre e s  to be  pla nte d in re s ide ntia l

ne ighborhoods , and (ii) expanded reporting de ta il provided by the  agency to enable  be tte r

monitoring and eva lua tion of ene rgy and demand savings . Results  of enginee ring ana lys is

s how tha t, on a ve ra ge , e a ch S ha de  Tre e  provide s  a  109 kph s umme r re duction. S ha de

Tre e  be ne fit-cos t re sults  show TRC of 228, S C of 3.01 a nd RIM of 0.98. Atta chme nt 6 to

19 the  DS M P ortfo lio  p rovide s  more  p rogra m-s pe cific  de ta ils  a nd  by th is  re fe re nce  is

20 incorpora te d he re in.

2 1

22

23

24

25

26

27

Fina lly, our Educ a tion  a nd  Ou tre a c h  P rog ra m provide s  online  e ne rgy a udit s e rvice s  to

our re s ide ntia l a nd sma ll comme rcia l cus tome rs , a nd ge ne ra l e ne rgy e fficie ncy ma rke ting

and educa tion. Cus tomers  can comple te  audits  of the ir homes  or bus inesse s , and rece ive

de ta ile d re ports  on how to cons e rve  e ne rgy a nd lowe r the ir utility bills . In a ddition, the

Educa tion a nd Outre a ch P rogra m include s  funding for a ca de mic progra ms  for s chool

gra de s  K-12 a nd community proje cts  s uch e ne rgy e fficie ncy dis pla ys  a t the  Tucs on

12



1

2

3

4

5

6

7

8

9

10

Childre n's  Mus e um. All s e gme nts  of e duca tion ha ve  be e n de s igne d to s upport DS M

progra ms  a nd ma rke t tra ns forma tion. S ince  this  is  a  ma rke t tra ns forma tion a nd a  de live ry

mechanism for the  othe r DSM programs, a  bene fit-cos t ana lys is  was  not comple ted on the

Educa tion a nd Outre a ch P rogra m. The  cha nge s  to the  Educa tion a nd Outre a ch P rogra m

include  an increa se  in funding leve ls  to a llow for grea te r promotion of ene rgy e fficiency to

re s identia l and sma ll commercia l cus tomers  through media , brochures , direct ma ilings  and

bill inse rts . We  a lso propose  a n incre a se  in funding for Aca de mic Educa tion to a llow for a

grea te r number of in-cla ss  pre senta tions  and additiona l funding to educa te  consumers  on

how to cons e rve  e ne rgy on TOU Ra te s . Aga in , Atta chme nt l to  the  DS M P ortfo lio

provides  more  program-specific de ta ils  and by this  re fe rence  is  incorpora ted here in.

11

12 Q- Has the Company provided additional information on these current DSM programs"

13

14

15

Ye s . The  Compa ny is  providing the  a dditiona l informa tion re que s te d by S ta ff in  the  1999

S e ttle me nt Agre e me nt Ame ndme nt Ca s e  in  its  progra m-s pe cific  a tta chme nts  to  the  DS M

P ortfo lio , Exhib it DAS -l .

16

17 B. Additiona l Ne w DS M P rog ra ms .

18

19 Q- What new DSM programs  is  the  Company propos ing?

20

21 1) DLC P ro g ra m

22

23

The  Company proposes  to offe r the  following new DSM programs:

As  dis cus s e d a bove , TEP  is  propos ing the  a ddition of a  DLC

P rogra m to its  DS M P ortfolio. Re sults  of de ta ile d be ne fit cos t a na lys is  show TRC

of 1.33, S C of l .51 a nd RIM of 1.15. Atta chme nt 2 to the  DS M P ortfolio provide s

24

25 2) Re s id e n tia l HVAC Re tro fit P ro g ra m

26

27

more  progra m-s pe cific de ta ils  a nd by this  re fe re nce  is  incorpora te d he re in.

- This  progra m will promote  the  ins ta lla tion

of h igh e ffic ie ncy AC a nd he a t pump s ys te ms  in  e xis ting home s  in  TEP 's  s e rvice

re gion . For e quipme nt re p la ce me nts , the  P rogra m will p romote  the  s e le c tion  of

A.

A.

13



1

2

3

4

5

6

7

high e fficiency equipment tha t exceeds  the  fede ra l minimum e fficiency s tanda rd of

13 S EER. Ince ntive s  for the  purcha se  of qua lifying high-e fficie ncy e quipme nt will

be  pa id dire ctly to home owne rs . Any contra ctor ma y ins ta ll or provide  qua lifying

equipment to TEP cus tomers . Results  of enginee ring ana lys is  show the  Residentia l

HVAC Re trofit P rogra m provide s  a  kW s a ving of .31 a nd a  kph s a vings  of 907

a nnua lly. Re s ide ntia l HVAC Re trofit P rogra m be ne fit cos t re s ults  s how TRC of

1.35, S C of 1.68 a nd RIM of 0.62. Atta chme nt 5 to the  DS M P ortfolio provide s

8

9 3) C F L Buydown P ro g ra m

1 0

11

1 2

1 3

1 4

15

1 6

1 7

1 8

19

20

more  program-specific de ta ils  and by this  re fe rence  is  incorpora ted here in.

Th is  p ro g ra m  will p ro m o te  h ig h -e ffic ie n c y

a pprove d lighting. Th e  P ro g ra m will n e g o tia te  d is co u n t p ric in g  fro m CFL

ma nufa cture s  a nd re ta ile rs  (up-s tre a m buy-down), a nd provide  for dis tribution of

CFLs  through loca l re ta ile rs . Cus tomers  will be  re fe rred to pa rticipa ting re ta ile rs  to

purcha s e  qua lifying products . Dis count pricing will be  pa s s e d on to cons ume rs

through a  ne gotia te d a gre e me nt with lighting ma nufa cture s  a nd re ta ile rs . The

P rogra m a ls o will provide  s a le s  tra ining for pa rticipa ting re ta ile rs  a nd cons ume r

e duca tion, including in-s tore  point-of-s a le  dis pla ys . Th is  P ro g ra m  will b e

adminis te red through an outs ide  implementa tion contractor. Results  of enginee ring

ana lys is  show tha t the  CFL Buydown Program provides  a  kW savings  of .038 and a

32 kph annua l savings  on ave rage  (pe r lamp). CFL Buydown Program bene fit cos t

re s ults  s how TRC of2.05, S C of2.33 a nd RIM of 0.48. Atta chme nt 7 to the  DS M2 1

22 mo re  p ro g ra m-s p e c ific  d e ta ils  a n d  b y th is  re fe re n ce  is

23

P ortfo lio  provide s

incorpora ted he re in.

24 4) No n -Re s id e n tia l Exis tin g  Fa c ilitie s  P ro g ra m

25

26

27

The  Non-Re s ide ntia l Exis ting

Fa cilitie s  P rogra m will provide  pre scriptive  ince ntive s  to owne rs  a nd ope ra tors  of

non-re s ide ntia l fa cilitie s  for e ne rgy-e fficie ncy improve me nts  in lighting, HVAC,

motors , compre sse d a ir, a nd re frige ra tion me a sure s . The  P rogra m will provide

1 4



1

2

3

4

5

6

custom incentives  for implementa tion of energy-e fficiency measures  not covered by

the  pre scriptive  measure s . The  P rogram a lso will provide  te chnica l a ss is tance  and

e duca tion for fa cility owne rs  a nd ope ra tors . This  P rogra m will be  a dminis te re d

through a n outs ide  imple me nta tion contra ctor. Non-Re s ide ntia l Exis ting Fa cilitie s

P rogra m be ne fit-cos t re s ults  s how TRC of 3 .04, S C of 3 .74 a nd RIM of 0 .90.

Atta clnne nt 8 to the  DS M P ortfolio provide s  more  progra m-spe cific de ta ils  a nd by

7 this  re ference  is  incorpora ted here in.

8 5) Effic ie n t Co mme rc ia l Bu ild in g  De s ig n  P ro g ra m The  Efficie nt Comme rcia l

9

10

Building De s ign P rogra m is  a  pe rforma nce -ba se d progra m tha t will include  de s ign

a s s is ta nce , pe rforma nce  ba se d ince ntive s  for the  building owne r/de ve lope r, a nd

11 e ne rgy de s ign informa tion re source s . De s ign a s s is ta nce  will involve  e fforts  to

12

13

14

15

16

17

18

19

20

21

22

23

in te g ra te  e n e rg y-e ffic ie n cy in to  a  cu s to me r's  d e s ig n  p ro ce s s  to  in flu e n ce

e quipme nt/sys te ms  se le ction a nd spe cifica tion a s  e a rly in the  de s ign proce s s  a s

poss ible . De s ign a s s is ta nce  will provide  ince ntive s  to offse t the  a dditiona l de s ign

cos t of inve s tiga ting a lte rna tive  e ne rgy e fficie nt de s igns . The  pe rforma nce -ba se d

ince ntive s  for the  building owne r/de ve lope r a re  ba s e d on improve d e fficie ncy

compared to a  base line  des ign and a re  computed by comparing the  fea tures  of the

base line  des ign to those  of the  ene rgy e fficient a lte rna tives  us ing an hourly building

e ne rgy s imula tion  progra m, s uch  a s  DOE-2. Build ing  e ne rgy a na lys is  a nd

mode ling will be  provide d by a n outs ide  pre -qua lifie d de s ign profe s s iona l with

e xpe rtis e  in  building e ne rgy s imula tion mode ling. The  Efficie nt Comme rcia l

Building De s ign P rogra m be ne fit cos t re s ults  s how TRC of 1.62, S C of 2.05 a nd

RIM of 1.08. Atta chme nt 9 to the  DS M P ortfolio provide s  more  progra m-s pe cific

24

25 6) S ma ll Bu s in e s s  DS M P ro g ra m

26

deta ils  and by this  re ference  is  incorpora ted here in.

DS M ince ntive  progra ms  ha ve  typica lly ha d

This  ma rke t s e gme ntlimite d s ucce s s  re a ching s ma ll bus ine s s  pa rticipa nts .

27 gene ra lly has  limited access  to inves tment capita l, little  or no knowledge  of ene rgy

15



1

2

3

cost savings  opportunities , and requires  a  s imple  payback of one  year or less  before

it will pa rticipa te . In orde r to succe s s fully reach this market segment and encourage

sma ll bus inesse s  to pa rticipa te , the  Company proposes  to offe r a  direct ins ta lla tion

4 progra m.

5

6

7

8

In orde r to minimize  the  "hass le  factor" for cus tomers  and encourage  the  marke t to provide

e ne rgy e fficie ncy s e rvice s  to the  s ma ll bus ine s s  ma rke t s e gme nt, this  P rogra m will be

ope ra te d a s  a n "up-s tre a m" ma rke t progra m a nd offe r ince ntive s  dire ctly to ins ta lling

9 contractors . In orde r to s timula te  the  marke t, incentive s  will be  offe red which a re  intended

10

11

to reduce  the  measure  payback to one  year or less , cover from 75 percent to 100 percent of

the  insta lled cost of the  measure , and provide  a  TRC cost e ffectiveness  of one  or more .

12

1 3

14

1 5

Eligible  cus tome rs  for the  S ma ll Bus ine s s  P rogra m a re  cus tome rs  tha t qua lify for TEP 's

ra te  10 (typica lly a n a ggre ga te  monthly de ma nd of 200 kW or le s s ). This  crite rion a llows

the  P rog ra m to  focus  re s ou rce s  on  thos e  cus tome rs  with  the  g re a te s t ba rrie rs  to

16 participa tion .

17

18

19

20

21

22

23

The  P rogra m will offe r ince ntive s  for a  s e le ct group of re trofit a nd re pla ce -on-burnout

e ne rgy e fficie ncy me a sure s  in e xis ting fa cilitie s . The  e fficie ncy me a sure s  offe re d by the

S ma ll Bus ine s s  P rogra m include  high-e fficie ncy lighting e quipme nt upgra de s , h igh-

e fficie ncy HVAC e quipme nt, lighting controls , progra mma ble  the rmos ta ts , a nd s e le cte d

re frige ra tion me a s ure s . The  S ma ll Bus ine s s  P rogra m be ne fit cos t re s ults  s how TRC of

2.1 l, S C of 2 .62 a nd RIM of .54. Atta chme nt 10 to  the  DS M P ortfolio  provide s  more

24 program-specific de ta ils  and by this  re fe rence  is  incorpora ted here in.

25

26

27

16



I c. DLC P ro g ra m .

2

3 Q. In

4

th e  1 9 9 9  S e t t le m e n t  Ag re e m e n t  Am e n d m e n t  Ca s e ,  TEP  p ro p o s e d  a  DLC

P ro g ra m . Do e s  th e  Co m p a n y s till b e lie ve  th e  DLC P ro g ra m  is  a n  e ffe c tive  DS M

5 measure"

6

7

8

9

1 0

Yes. Aga in, in 2006 the  highes t one  pe rcent of a ll load hours  represented over 10 pe rcent

of the  a nnua l pe a k hour de ma nd, ye t re pre se nte d only 0.0775 pe rce nt of a nnua l e ne rgy

cons umption. Whe n s ys te m de ma nd a nd/or cos t is  ve ry high, re s e rve  ma rgins  a nd the

a bility to e conomica lly s e rvice  loa d ca n be  low. This  puts  the  a bility of the  s ys te m to

s e rve  the  loa d  a t ris k, e ithe r due  to  e conomic cons ide ra tions  or in  the  e ve nt of a n

1 1

1 2

1 3

1 4

unexpected gene ra tion or transmiss ion outage . DLC programs  repre sent a  DSM e lement

with  gua ra nte e d de ma nd re duction pre s e nting the  Compa ny with  a n opportunity to

improve  ove ra ll s ys te m re lia bility. The  Compa ny propos e s  to  imple me nt the  DLC

Program to facilita te  immedia te  and guaranteed load reduction in a  controlled manner.

1 5

16 Q- Please describe the proposed DLC Program.

1 7

1 8

1 9

20

2 1

22

23

The  DLC P rogra m cons is ts  ge ne ra lly of a  50 pe rce nt cycling s tra te gy of a ir conditioning

("AC") e quipme nt with a  progra mma ble  the rmos ta t. Through the  DLC P rogra m, the

Compa ny is  a ble  to use  a  ra dio fre que ncy s igna l to inte rrupt the  cycle  of the  cus tome r's

AC. The  DLC P rogra m will give  cus tome rs  the  opportunity to a gre e  to re duce  the ir loa d.

The  DLC P rogra m ta rge t is  to  ins ta ll a pproxima te ly 100,000 AC a nd progra mma ble

the rmos ta t units  by 2012. More  informa tion re ga rding the  propos e d DLC P rogra m is

provided as  Attachment 2 to the  DSM Portfolio and by this  re fe rence  incorpora ted he re in.

24 Q- Has the Company determined the most cost-effective means to implement the DLC

25 P rogra m"

26

27

While  the re  a re  a  numbe r of ve ndors  offe ring a  DLC progra m for a n a nnua l fe e , thos e

progra ms  a re  not re a dily inte gra te d into a  utility Automa tic Me te r Re a ding / Adva nce d

A.

A.

A.

1 7



l

2

3

4

Me te ring Infra s tructure  ("AMR/AMl") progra m, which is  re quire d a s  the  ba s ic

infrastructure  for development of an ultimate  "Smart Home" program. TEP recognizes,

but ha s  not ye t fully qua ntifie d, the  ra nge  of be ne fits  a va ila ble  from a n AMR/AMI

infras tructure  program, and certa inly DLC can be  a  major beneficiary of an AMR/AMI

communications infrastructure. An AMR/AMI communications infrastructure could also5

6

7

8

9

10

11

support future  needs for time shift control of hybrid plug-in vehicle  charging units  and

output control of distributed generation and energy storage systems during wind and solar

intermittency events in order to mitigate the detrimental impact of those intermittencies on

grid reliability. After Commission approval of a DLC program, TEP will issue an RFP for

DLC services and will evaluate bids against the costs and benefits  of an in-house DLC

implementation as part of an overall AMR/AMI infrastructure development program.

12

13 Q- Will cus tomers  be required to participate in the DLC Programs ?

14

15

16

17

18

19

20

21

22

No. For those  customers opting to participate , TEP will have the  ability to cycle  off the

cus tomer's  AC unit compressor while  a llowing for a  cus tomer to override  the  utility's

settings. Cycling could occur during the Company's shoulder and peak periods from May

through September. In addition to cycling during these time periods, cycling events may be

initia ted or a ltered for re liability or economic reasons. However, bear in mind that 246

MW of guaranteed demand reductions are needed to reduce annual peak hour demand by at

least 10 percent. If the Company finds that a voluntary DLC Program does not achieve the

necessary load reduction, the Company will return to the Commission to request making

the DLC Program mandatory for customers.

23

24 Q- Will all customers be eligible to participate in the DLC Program?

25

26

27

Most residential and small commercial customers will be eligible to participate in the DLC

Program. However, TEP feels that it is  prudent to exclude from the DLC Program those

commercial or residentia l facilities  with customers or residents that are  extremely heat

A.

A.

18



1

2

3

sens itive . For e xa mple , pre s chool a nd s e nior ca re  fa cilitie s  will not be  e lig ib le . In

a ddition, cus tome rs  who do not ha ve  me cha nica l AC s ys te ms  a nd cus tome rs  with AC

systems tha t do not meet the  e lectrica l code  may not participa te .

4

5

6

7

8

While  mos t re s ide ntia l a nd s ma ll comme rcia l cus tome rs  throughout the  Compa ny's  s e rvice

te rritory will be  e lig ible ,  the  Com pa ny pla ns  to  conduct e duca tiona l a nd outre a ch s upport

progra m s  to  ta rge t cus tom e rs  in  ide ntifie d  cons tra ine d ne twork a re a s .  Focus ing on the s e

cons tra ine d a re a s  will he lp build a nd ta p community-ba s e d s upport for the  DLC P rogra m.

9

1 0 Q- When the DLC Program was proposed in the 1999 Settlement Agreement

Amendment Case, what response did the Company receive from Staff and

1 2 In te rveners "'

1 3

1 4

1 5

1 6

In gene ra l, pa rtie s  sought additiona l informa tion rega rding the  DLC Program. In re sponse

to the  re que s ts  by the  S ta ff a nd Inte we nors , the  Compa ny is  providing more  de ta ile d

infonna tion th is  filing . Tha t informa tion is  s e t forth  in  Atta chme nt 2  to  the  propos e d

DS M P ortfolio (Exhibit DAS -l )-

1 7

1 8 Iv. COST RECOVERY.

19

20 A. DS M Ad ju s to r  Me c h a n is m .

2 1

22 Q, Please explain the Company's proposed DSM Adjustor Mechanism.

23

24

25

26

27

The  Com pa ny propos e s  a n  a nnua lly a d jus te d  DS M Adjus tor Me cha nis m  to  prov ide  cos t

re cove ry for Com m is s ion-a pprove d  DS M progra m s  a nd  e xpe nditure s . All DS M c o s t s ,

inc luding thos e  curre ntly in  ba s e  ra te s ,  will be  put in to  the  DS M Adjus tor Me cha nis m  for

re c o v e ry a s  a  p e r-kW h  lin e -ite m  c h a rg e  o n  c u s to m e r b ills . In  a d d it io n ,  th e  E ffic ie n t

Equipm e nt Enha nce d F ina ncia l Ince ntive , dis cus s e d be low, will be  re cove re d through the

A.

A.

1 9



I

2

line  ite m DS M Adjus tor Me cha nis m. Fina lly, the  DS M P e rfonna nce  Ince ntive , a ls o

discussed be low, would a lso be  recovered through the  DSM Adjus tor Mechanism.

3

4 Q» Have parties made any comments about the proposed DSM Adjustor Mechanism?

5 In ge ne ra l, comme nts  re la tive  to the  DS M Adjus tor Me cha nis m in the  1999 S e ttle me nt

6

7

8

Agreement Amendment Case  sugges ted tha t it should be  approved by the  Commiss ion in

the  conte xt of a  ra te  ca s e . Howe ve r, the  Commis s ion 's  orde r in  De cis ion No. 69568

Co mp a n y to  file  in fo rma tio n

9

1 0

ins tructe d the o n  co s t re co ve ry in  th is  p ro ce e d in g .

Consequently, TEP witness  Mr. Thomas Hansen is  supporting the  Company's  request for a

DS M Adjus tor Me cha nis m in the  ra te  ca s e . I a m providing s imila r informa tion re ga rding

1 1 the  DSM Adjus tor Mechanism in this  proceeding.

1 2

1 3

1 4

1 5

1 6

1 7

1 8

In the  1999 S e ttle me nt Agre e me nt Ame ndme nt Ca s e , Commis s ion S ta ff Witne s s  Ms .

Ba rba ra  Ke e ne  re que s te d a dditiona l informa tion a s  to the  ope ra tion of the  DSM Adjus tor

Me cha nism. TEP  ha s  provide d this  informa tion on a n informa l ba s is  to Commiss ion S ta ff

a nd I a lso a m providing this  informa tion in my te s timony. In UNS  Ga s ' ra te  ca se  he a ring

(Docke t No. G-0)204A-06-0463), S ta ff Witne s s  Ms . J ulie  McNe e ly-Kirwa n te s tifie d in

favor of a  s imila r DSM adjus tor mechanism.

1 9

20 Q- Please provide more information about the DSM Adjustor Mechanism and how it

2 1 works.

22

23

24

25

26

27

The  DS M Ad jus to r Me cha n is m is  a  pe r-kWh line -ite m cha rge  tha t will a ppe a r on

cus tome rs ' bills  a nd compe nsa te  the  Compa ny for its  pa rticipa tion in the  e ncoura ge me nt

a nd imple me nta tion of DS M progra ms . Whe re  a  cus tome r ha s  a  tie re d ra te , the  DS M

Adjus tor Me cha nism ra te  will a lso be  tie re d a s  de scribe d in more  de ta il be low. Whe re  a

cus tomer has  a  fla t ene rgy-consumption ra te , the  bas ic DSM Adjus tor Mechanism ra te  will

a lso be  a  Ha t a mount pe r kph of a ll e ne rgy consume d pe r month, a ga in, a s  de scribe d in

A.

A.

20



1

2

more  de ta il be low. It is  the  Compa ny's  in te ntion tha t no DS M progra m cos ts  will be

inc lude d  in  its  ba s e  ra te s ,  bu t ra the r will be  re cove re d  th rough  the  DS M Adjus to r

3 Me cha nism.

4

5

6

7

8

9

10

11

12

13

14

15

16

17

18

19

The  Compa ny will a nnua lly s ubmit a ctua l DS M progra m cos t a nd progra m pe rforma nce

informa tion  in  a  DS M Adjus to r Me cha nis m filing  fo r the  ye a r p rio r. Th e  filin g  will

include  a n e s tima te  of ne xt-ye a r re ve nue  re quire me nts  informa tion for the  DS M progra m

offe rings . The  DSM Adjus tor Mechanism ra te  would then be  ca lcula ted by:

Firs t de te rmining the  diffe re nce  be twe e n DS M progra m re ve nue s  re ce ive d in the

prior ye a r through the  DS M Adjus tor Me cha nis m a nd the  a ctua l DS M progra m

costs  for the  prior yea r,

Adding the  forecas t DSM program costs  for the  next yea r,

Add ing  the  re ve nue  to  be  re cove re d  from the  DS M P e rfo rma nce  Ince n tive

Me cha nism,

Adding the  re ve nue  to  be  re cove re d from the  Efficie ncy Enha nce d Fina ncia l

Ince ntive ,

This  sum is  the n divide d by the  a ppropria te  tie re d a nd fla t fore ca s t a nnua l e le ctric

sa les  for the  next year a fte r the  DSM program effects  a re  considered,

The  re sult would be  the  ra te  pe r kph to be  use d for the  ne xt ye a r's  DS M Adjus tor

20 Mach any sm .

2]

22

23

P le a s e  s e e  Exhib its  DAS -2 , DAS -3 , DAS -4  a nd  DAS -5  to  my Dire c t Te s timony fo r

ca lcula tion de ta ils  and an example  ca lcula tion.

24

25 Q- What is the purpose of the DSM Adjustor Mechanism"

26

27

The  DS M Adjus tor Me cha nism will a llow for time ly re cove ry of DS M-a pprove d cos ts  tha t

the  Compa ny incurs  with re ga rd to s ucce s s ful imple me nta tion of e ne rgy e fficie ncy a nd

A.

21



I

2

3

de ma nd re duc tion progra ms . It will a ls o  provide  a  me cha nis m by which the  Commis s ion,

a s  we ll a s  the  Compa ny's  cus tome rs , ca n re a dily ide ntify thos e  e xpe ns e s  a s s ocia te d with

e ne rgy e fficie ncy a nd de ma nd re duction.

4

5 Q- th e  Ma rke t

6 Is

7

TEP proposed three "methodologies" in its rate case filing

Methodology, the Cost-of-Service Methodology and the Hybrid Methodology.

TEP's proposed DSM cost recovery the same under each of the Methodologies?

8

9

Yes. DSM cos t recove ry is  independent of the  ra te  me thod ultima te ly deemed appropria te ,

a s  a ll e xpe ns e s  a s s ocia te d  with  DS M will be  re cove re d  th rough  the  DS M Adjus to r

Me cha nism.10

11

12 Q- What programs and related costs will be included in the DSM Adjustor Mechanism?

13

14

15

16

17

18

19

20

21

22

23

The  DS M Adjus tor Me cha nis m will re cove r a ll cos ts  re la te d to s pe cific DS M progra ms ,

the  Effic ie ncy Enha nce d  Fina ncia l Ince ntive , a nd  the  DS M P e rforma nce  Ince ntive ,

de scribe d be low. Spe cific DSM progra m cos ts  include  progra m de s ign, de ve lopme nt a nd

imple me nta tion, in  a ddition to ma rke ting, a dve rtis ing, progra m ma na ge me nt, outs ide

implementa tion contractors , measurement and eva lua tion, and gene ra l and adminis tra tive

ove rhe a d. The  DS M Adjus tor Me cha nis m will a ls o re cove r cos ts  of de ve loping a  DS M

Customer Informa tion Sys tem ("CIS") ove r the  five  yea rs  subsequent to implementa tion of

the  CIS  s ys te m. Ma rke ting cos ts  include  e duca tion a nd outre a ch progra ms . The  DS M

Adjus tor Me cha nis m will a ls o  re cove r a ny DS M ince ntive  pa yme nts  ma de  dire ctly to

cus tomers  or equipment vendors . In addition, the  marke ting base line  s tudy is  appropria te ly

recove red through the  DSM Adjus tor Mechanism.

24

25 Q- Are there any DSM costs that will not be recovered through the DSM Adjustor

Mechanism"26

27 A. It is  the  Compa ny's  inte ntion to move  a ll cos ts  to imple me nt e ne rgy e ffic ie ncy a nd de ma nd

A.

A.

22



I

2

3

4

5

6

re duction from ba se  ra te s  into the  DS M Adjus tor Me cha nism. Howe ve r, to the  e xte nt tha t

DSM-re la te d re ne wa ble  e ne rgy progra m cos ts  fa ll within the  Re ne wa ble  Ene rgy S ta nda rd

a nd Ta riff ("RES T") rule s , A.A.C. 14-2-1801 Hz s e q., thos e  cos ts  s hould be  re cove re d

through the  ta riff TEP  file s  with the  Commiss ion pursua nt to the  REST rule s . An e xa mple

would be  comme rcia l da ylighting which is  norma lly cons ide re d a s  a  DS M progra m, but is

specifica lly noted a s  qua lifying for incentives  in the  REST rule s .

7

8 Q, Whic h  c os ts  will in itia lly be  p la c e d  in to  the  DSM Adjus tor Me c ha nis m?

9

10

11

12

13

14

Aga in , the  DS M Adjus tor Me cha nis m will in itia lly be  s e t ba s e d  on  the  Commis s ion-

a pprove d a nnua l e xpe nditure s  in this  Docke t a nd the  tota l Compa ny a djus te d te s t-ye a r

kWhs . S imila r to wha t wa s  a gre e d upon in UNS  Ga s ' ra te  ca se  by Commiss ion S ta ff a nd

UNS  Ga s , TEP  re que s ts  tha t 25 pe rce nt of e xpe cte d ne w progra m e xpe ns e s  a nd 100

pe rce nt of e xis ting progra m cos ts  will be  include d in the  initia l DS M Adjus tor Me cha nism.

Cos ts  re la te d to the  ba se line  s tudy would be  include d in the  DSM Adjus tor Me cha nism in

15 its  se cond ye a r.

16

17 's

18

19

20

21

22

23

In  a d d itio n ,  in  TE P la s t ra te  ca s e ,  the  Com m is s ion a pprove d a n a nnua l e xpe nditure  of

$3 .1  m illion  fo r DS M. A portion  o f the  $3 .1  m illion ,  $2 .25  m illion ,  wa s  d ive rte d  to  fund

the  Environm e nta l P ortfo lio  S ta nda rd  ("EP S "). TEP  propos e s  tha t the  m one y curre n tly

dive rte d to the  EP S  re turn to funding DS M a nd tha t the  e ntire  DS M e xpe nditure  a mount be

re m ove d from  ba s e  ra te s .  All DS M e xpe nditure s  will the n How through the  DS M Adjus tor

Me cha nis m . In  th e  fir s t  DS M p ro g ra m  ye a r  th e re  wo u ld  b e  n o  DS M P e rfo rm a n c e

Ince ntive  to be  re cove re d, a s  tha t would be  ba s e d upon a ctua l DS M progra m  pe rform a nce

24 in the  prior ye a r.

25

26

27

A.
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P ro g ra m let Full Year DSM Program Cos ts

Re s ide ntia l Ne w Cons truction $ 3,200,000

S ha de  Tre e S 160,000

Low-Income  We a the nza tion 3 381,000

Education and Outreach 58 651,000

Re s ide ntia l HVAC Re pla ce me nt S 500,000

Efficie nt Comme rcia l Building De s ign $ 800,000

Non-re s ide ntia l Exis ting f a bilitie s $ 700,000

Compact Fluorescent Lamp Buydown s 700,000

Small Bus iness  DSM $ 1,300,000

Dire c t Loa d  Contro l S 3,970,500

Tota l o f DS M P rogra ms s 12,362,500

1 Q-

2

Ms. Smith, please provide additional detail regarding the dollar amounts that the

Company proposes to transfer from base rates to the DSM Adjustor Mechanism?

3

4

5

At this  time , the  Compa ny propos e s  a n initia l a nnua l funding of $12.4 million for the

propose d DS M progra ms , including $4 million tha t will be  re move d from ba se  ra te s  in the

Company's  ra te  ca se . The  a lloca tion of the  funding by program is  lis ted be low:

6

7

8

9

10

11

12

13

14

15

16

17

18

19

20 Q-

21

22

Previously you referred to a portion of the DSM funding that was diverted to the EPS

that the Company proposes to return to funding DSM and recovered through the

DSM Adjustor Mechanism. Can you please elaborate?

23 Ye s . As  pa n of the  funding for the  EP S , in 2000, the  Commiss ion a uthorize d TEP  to use

24

25

26

27

incre a s ing a mounts  of S ys te m Be ne fit Cha rge  ("S BC") re ve nue s  origina lly a lloca te d to

DSM progra m funding for re ne wa ble  e ne rgy progra m funding. Those  funds  tota le d $2.25

million in the  te s t year. If TEP 's  RES T funding ta riff is  a pprove d for 2008, TEP  will no

longer need to use  SBC revenues  for renewable  ene rgy programs. Because  the  REST will

A.

A.

ZN



1

2

3

4

5

replace  the  EPS, and the  REST will provide  a ll revenue  recove ry for the  renewable  ene rgy

programs as  part of the  REST, there  will not be  a  need to continue  funding the  EPS through

the  SBC or EPS  surcha rge . This  would a lso a pply if TEP 's  complia nce  pla n, which will be

tile d in a  s e pa ra te  docke t purs ua nt to, a nd within the  time fra me  s pe cifie d by, the  RES T

rules , is  approved by the  Commiss ion.

6

7 Q-

8

When will the DSM Adjustor Mechanism begin operation and how does the

Company propose to transition costs to the new DSM Adjustor Mechanism?

9

1 0

1 1

1 2

1 3

1 4

1 5

The  DS M Adjus tor Me cha nis m could be gin ope ra tion whe n the  Commis s ion is s ue s  a n

orde r approving the  mechanism. In the  Compa ny's  ra te  ca se , the  re mova l of the  DS M-

re la ted funds  in the  SBC portion of the  base  ra te s  will like ly occur, and expenses  norma lly

s uppo rte d  by s uch  funds  will the re a fte r be  s uppo rte d  th rough  the  DS M Ad jus to r

Me cha nism. Give n the  fixe d e s tima te d na ture  of the  DS M Adjus tor Me cha nis m, e a ch

subse que nt a nnua l re vie w of the  DS M Adjus tor Me cha nism will true  up a ctua l e xpe nse s

against estimated expenses.

1 6

1 7 Q- How will the  DSM Adjus to r Me c ha nis m be  re s e t?

1 8

1 9

20

2 1
st

22

23

24

Afte r its  firs t ye a r in ope ra tion, the  DS M Adjus tor Me cha nism will be  modifie d ba se d on:

(i) h is toric  a nd  pro je cte d  DS M funding  a nd  cus tome r co lle ctions , (ii) the  Effic ie ncy

Enhanced Financia l Incentive  and (iii) the  DSM Performance  Incentive . No la te r than June

l of e a ch ye a r, the  Compa ny will file  a  re que s t with the  Commis s ion, with s upporting

docume nta tion, to re vis e  its  DS M Adjus tor Me cha nis m for the  following ye a r. Exhibits

DAS -2, DAS -3, DAS -4 a nd DAS -5 to my Dire ct Te s timony s how the  ca lcula tion of the

propos e d DS M Adjus tor Me cha nis m for the  firs t ye a r a fte r re ce iving a n orde r in  th is

25 proceeding.

26

27

A.

A.

25



1 Q. Ho w  d o e s  th e  Co m p a n y p ro p o s e  to  b ill th e  n e w  DS M Ad ju s to r Me c h a n is m  to

2 cu§t0)]e]'S'7

3

4

5

6

A DSM Adjus tor cha rge  will a ppe a r a s  a  s e pa ra te  line  ite m on cus tome rs ' bills . Exhibit

DAS -3  to  my Dire c t Te s timony s hows  the  p ropos e d  ta riff fo r the  DS M Adjus to r

Mechanis m. Where  a  cus tomer has  a  tie red ra te , the  DSM Adjus tor Mechanis m ra te  will

a ls o be  tie red, in tha t a  ze ro DSM Adjus tor Mechanis m ra te  is  charged on the  firs t tie r of

7 500 kph of monthly consumption. For s econd-tie r monthly energy consumption (over 500

Rates  01 -- a nd le s s  tha n8 kph but le s s  tha n 3,500 kph for re s ide ntia l 7
21, 70, 201

9 55 ,000  kph  fo r c omme rc ia l

10

11

Ra te s  10, 76), the  ba s ic  ca lcula te d DS M Adjus tor

Mechanism ra te  would be  charged. For third-tier monthly energy consumption (over 3,500

kph for re s identia l and ove r 55,000 kph for commercia l), three  times  the  bas ic (tie r two)

12

13

DSM Adjus tor Mechanis m ra te  ca lcula ted would be  cha rged. All othe r cus tomers  will be

charged the second-tier rate times all energy consumed per month.

14

15 Q- What is  the propos ed DSM Adjus tor Charge in  the firs t year of implementation?

16

17

18

19

20

21

22

23

Following the  me thodology us e d in the  UNS  Ga s  ra te  ca s e , TEP  propos e s  to colle ct, in the

firs t ye a r DS M Adjus to r Me cha n is m ,  100% of the  e xis ting  p rogra m  budge ts  a nd  25% of

the  ne w progra m  budge ts  for a  tota l of $6,384,625 (s e e  the  ta ble  be low). Us ing a djus te d

te s t-ye a r kph, the  propos e d s e cond-tie r DS M Adjus tor Me cha nis m  ra te  in  the  firs t ye a r of

im ple m e nta tion is  $0,000625/kWh a nd the  third-tie r ra te  is  $0.()0l875 (s e e  Exhibits  DAS -3

a nd DAS -5 to  m y Dire c t Te s tim ony).  As  a ll cus tom e rs  be ne fit fina nc ia lly from  re duc tions

in  e n e rg y c o n s u m p tio n  a n d  d e m a n d  th ro u g h  th e  DS M p ro g ra m s ,  a ll c u s to m e r c la s s e s

should be  re quire d to support those  progra ms  fina ncia lly.

24

25

26

27

A.

A.
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P R O G R AM
le t  fu ll Ye a r DS M

Prog ram Cos ts

Proposed let Year
DSM Adjustor

Mechanism
Collections

Residentia l New Construction (exis ting) $ 3,200,000 s 3,200,000

Shade Tree (existing) $ 160,000 $ 160,000

LIW (e xis ting) 33 381,000 $ 381,000

Education and Outreach (existing) $ 651,000 s 651,000

Residentia lHVAC Replacement (new) s 500,000 $ 125,000

Efficient Commercia l Building Design (new) $ 800,000 $ 200,000

Non-res identia l Exis ting Facilitie s  (new) 39 700,000 $ 175,000

Compact Fluorescent Lamp Buydown (new) 33 700,000 $ 175,000

Small Business DSM program (new) $1 ,300,000 $ 325,000

Direct Load Control program (new) $3,970,500 SB 992,625

Total Proposed let year collection $6,384,625

1

2

3

4

5

6

7

8

9

10

11

12

13

14

15

16 Q. Should the DSM Adjustor Mechanism have a sunset date?

17

18

19

No. The  DS M Adjus tor Me cha nis m s hould  be  in  e ffe ct a s  long a s  e xpe ns e s  of DS M

progra ms  a re  to be  re cove re d. At this  time  the  Compa ny doe s  not fore s e e  a  time  whe n

DSM programs would not be  offe red.

20

21 Q» Is the Company proposing to have the DSM Adjustor Mechanism account accrue

22 interes t?

23

24

No,  in te re s t will no t be  a c c rue d  on  the  DS M a c c oun ts . The  us e  o f the  a nnua l true -up

s hould  provide  a  ba la nce  be twe e n  ove r re cove ry s om e  ye a rs  with  unde r re cove ry s om e

25

26

years.

27

A.

A.

27



1 Q. How will the  DSM Adjus tor Mechanis m be  recorded  on  TEP 's  books ?

2

3

4

5

6

All labor and non-labor cos ts  a ssocia ted with each of the  approved DSM programs  will be

re corde d in s pe cific Accounting P roje ct Code s . The s e  cos ts  will be  s ubje ct to ba la nce

s he e t tra cking a nd put into a  de fe rra l a ccount on TEP 's  books . The  DS M progra m cos t

will be  re corde d in a ccorda nce  with Ge ne ra lly Acce pte d Accounting P rinciple s  a nd the

Fede ra l Ene rgy Regula tory Commiss ion's  Uniform Sys tem of Accounts .

7

8 Q-

9

Have  you provided  a  propos ed  ca lcu la tion  me thodology and  example  ca lcu la tion  for

the  DSM Adjus to r Me c ha n is m?

1 0 Ye s , Exh ib its  DAS -2 , DAS -3 , DAS -4  a nd  DAS -5  to  my Dire c t Te s timony s how the

propos e d  ca lcu la tion  me thodo logy a nd  e xa mple  ca lcu la tion  fo r the  DS M Adjus to r

Me cha nism.1 2

1 3

1 4 B. Effic iencv Enhanced Financ ia l Incentive .

1 5

1 6 Q-

1 7

Pleas e  expla in  the  Company's  propos ed  Effic iency Enhanced  Financ ia l Incentive  for

certa in high energy effic iency expenditures .

1 8 A.

19

20

2 1

22

23

24

In orde r to provide  e conomic ince ntive s  to the  Compa ny for ce rta in high e ne rgy-e fficie nt

capita ] expenditure s , the  Company proposes  the  Efficiency Enhanced Financia l Incentive

me cha nis m tha t will a llow TEP  to ca m a n a dditiona l five -pe rce nt re turn, one  pe rce nt for

e a ch of five  cons e cutive  ye a rs , on its  ca pita lize d DS M e xpe ns e s  tha n it would cla im on

"nomina l" utility prope rty. More  spe cifica lly, the  Compa ny would be  pe rmitte d to e a rn five

pe rce n t more  on  the  to ta l do lla r va lue  o f h igh  e ffic ie ncy e qu ipme nt inve s tme nt a s

compared to the  tota l re turn on a  non-high energy~efficient investment.

25

26

27

A.

A.

28



1 Q- What type of energy efficiency expenditures would be eligible for the higher rate of

return"2

3

4

Expe nditure s  e ligible  for this  highe r re turn would include :

Equipme nt upgra de s  ma de  to TEP -owne d tra ns mis s ion or dis tribution s ys te m

5 compone n ts ,  s uch  a s  a  line  upg ra de  with  a  h ighe r e ffic ie ncy conduc to r,  a

6

7

8

9

1 0

11

12

13

1 4

15

1 6

1 7

tra ns fonne r with high-e fficie ncy windings , lighting upgra de s  in  a  powe r pla nt,

high-e fficie ncy motor upgra de  on pumps , or highe r e fficie ncy ca pa citors  in the

dis tribution sys tem, and

Asse ts  tha t TEP  ma y not own but a re : (i) ins ta lle d a t cus tome r pre mise s  in TEP `

se rvice  te rritory, (ii) a re  financia lly supported by inves tments  TEP makes  outs ide  of

the  DS M progra ms , a nd (iii) a re  prope rly re cove re d through cus tome r pa yme nts ,

s uch a s  a n inve s tme nt in the  font of a  fina ncia l ince ntive  in a  the rma l s tora ge

s ys te m, a  h igh  e ffic ie ncy moto r re p la ce me n t,  a  ligh ting  re tro fit,  o r in te rna l

trans former upgrade . The  incentive  would be  applied to one -time  agreements  with

cus tome rs  fo r a  s pe cific  e qu ipme nt upgra de  or re p la ce me nt, o r fo r in te rna l

equipment upgrades  and replacements  whose  cos ts  a re  recove red ove r a  multiple

yea r pe riod of time .

1 8

1 9

20

2]

The  high-e fficie ncy e quipme nt would ha ve  to provide  a t le a s t 15 pe rce nt lowe r los se s  in

the  case  of transmiss ion or dis tribution equipment, or 15 pe rcent be tte r ene rgy utiliza tion in

the  ca se  of e ne rgy conve rs ion e quipme nt, tha n s imila r e quipme nt tha t would pe rform the

sa me  function in the  mos t cos t e ffe ctive  ma nne r without a n e nha nce d fina ncia l ince ntive .22

23

24

The  ins ta lle d cos t of the  high e fficie ncy e quipme nt s ha ll not e xce e d 120 pe rce nt of the

ins ta lled cos t of s imila r equipment tha t would pe rform the  same  function in the  mos t cos t-

e ffective  manner without an enhanced financia l incentive .25

26

27
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1

2

3

4

5

6

For e xa mple , if the  Compa ny purcha s e d  a  ne w h igh-e ffic ie ncy 500  kV d is tribu tion

tra ns forme r with 0.85 pe rce nt los se s  a nd a  pre mium cos t of 15 pe rce nt ($11,500) ove r a

s tandard e fficiency unit with 1.1 percent losses  and a  cost of 810,000, the  investment in the

tra ns forme r ($l l,500) would be  e ligible  for the  five  pe rce nt e nha nce d fina ncia l ince ntive .

In this  e xa mple , TEP  would re cove r a n a dditiona l $115 pe r ye a r in the  DS M Adjus tor

Mechanism for five  consecutive  years  a fte r the  transformer is  opera tiona l and in se rvice .

7

8 Q- How would the proposed Efficiency Enhanced Financial Incentive rate operate?

9

10

11

12

13

14

15

16

17

No le s s  tha n  30 days be fore  ma king a n e xpe cte d e xpe nditure  or inve s tme nt tha t the

Compa ny be lie ve s  is  a ppropria te ly re cove re d unde r the  Efficie ncy Enha nce d Fina ncia l

Ince ntive  ra te , the  Compa ny will ma ke  a  filing be fore  the  Commiss ion. Afte r Commiss ion

re vie w, the  Compa ny would proce e d to purcha se  a nd ins ta ll the  e quipme nt or ma ke  the

inve s tme nt with the  e xpe cta tion tha t it will be  pe rmitte d to re cove r for tha t e quipme nt or

inve s tme nt unde r the  Efficie ncy Enha nce d Fina ncia l Ince ntive  ra te  through the  DS M

Adjus tor Me cha nism. The  ins ta lle d cos ts  of the  high-e fficie ncy e quipme nt would a lso be

recorded in normal plant a sse t accounting records  and applied to ra te  base  a t the  next ra te

case, just as any other asset placed in service between rate cases.

18

19 Q- Have you provided a proposed rate calculation for the Efficiency Enhanced Financial

Incentive rate?20

21

22

Ye s , a tta che d to  my Dire ct Te s timony, a s  Exhibit DAS -6, is  the  propos e d Efficie ncy

Enhanced Financia l Incentive  ra te  ca lcula tion methodology and example  ca lcula tion, which

23 by this  re fe rence  is  incorpora ted here in.

24

25 Q,

26

Are you aware of any states that have approved an incentive mechanism similar to

what you propose?

27 Yes . The  S ta te  of Nevada  has  an incentive  mechanism tha t a llows  for recove ry above  the

A.

A.

A.
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1

2

a uthorize d re turn on e quity for the  cos ts  of cons e rva tion a nd DS M progra ms . This

ince ntive  me cha nis m include s  utility purcha s e s  of e ne rgy-e fficie nt e quipme nt for utility

3 se rvice  purpose s .

4

5 c. DSM Pe rfo rma nc e  Inc e n tive .

6

7 Q- Pleas e  expla in the  purpos e  of a  DSM performance  incentive .

8

9

10

11

12

13

14

15

16

17

The  in te nde d re s ult of s ucce s s fu l e ne rgy e ffic ie ncy progra m s  is  the  re duc tion  of e le c tric

e ne rgy cons um ption a nd/or e le c tric  de m a nd. W hile  th is  re duc e s  the  c os ts  o f p roduc ing

e le c trica l e ne rgy fo r a n  e le c tric  u tility,  it a ls o  re duce s  the  re ve nue  de rive d  from  e ne rgy

c ons um ption  ba s e d  ra te s  a nd  re duc e s  the  opportun ity fo r the  u tility to  e a rn  a  re tu rn  on

asse ts . The s e  in te nde d  re s u lts  a re  m itiga te d  by the  im p le m e n ta tion  o f a  pe rfo rm a nc e

ince ntive  which a llows  the  cus tom e rs  a nd the  Com pa ny to s ha re  the  ove ra ll ne t be ne fits  of

the  DS M P ortfolio. To tha t e nd, TEP  propos e s  the  P e rform a nce  Ince ntive  tha t would a llow

cus tom e rs  to  re ce ive  90 pe rce nt a nd the  Com pa ny to  re ce ive  up to  10 pe rce nt of the  ne t

b e n e fits  o f th e  DS M P o rtfo lio ,  e xc lu d in g  th e  LIW  a n d  th e  E d u c a t io n a l a n d  O u tre a c h

P rogra m s .  The  DS M P e rform a nce  Ince n tive  ca lcu la tion  a ls o  would  no t inc lude  the  DLC

18 P rogra m be ne fits  a s  those  a re  prima rily ca pa city-re la te d, not consumption-re la te d.

19

20 Q- How would TEP's proposed DSM Performance Incentive operate"

21

22

23

24

25

26

Ea ch ye a r TEP  would file  with the  Commis s ion the  a ctua l ne t DS M P ortfolio be ne fits

(progra m be ne fits  minus  the  progra m cos ts ) a s  ve rifie d through the  me a s ure me nt a nd

e va lua tion proce s s . The  ne t be ne fits  will be  ca lcula te d e a ch re porting pe riod a nd will be

include d in the  ne xt a nnua l true ~up of TEP 's  DS M Adjus tor Me cha nis m. Te n pe rce nt of

the  s um of the  progra m's  ne t be ne fits  will be  ca lcula te d. Th is  is  a n  a fte r-ta x DS M

P e rforma nce  Ince ntive . The  DLC, LIW a nd the  Educa tion a nd Outre a ch progra ms  a re

outs ide  the  scope  of the  DS M P e rforma nce  Ince ntive  a nd will not be  cons ide re d with the
27

A.

A.
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1

2

3

4

5

ne t be ne fits  or the  ince ntive  ca p. Afte r the  tota l DSM Portfolio's  ne t be ne fits  a re  summe d,

a  te n pe rce nt ca p (of pe riod spe nding) will be  a pplie d to de te rmine  the  ma ximum a mount

of the  DS M P e rforma nce  Ince ntive . During the  firs t ye a r, DS M progra ms  would mos t

like ly produce  re duce d or ne ga tive  ne t be ne fits . The re fore , the  DS M P e rforma nce

Ince ntive  would s ta rt a fte r the  firs t full ye a r of imple me nta tion - giving time  for progra ms

to ramp up and reach the ir potentia l.6

7

8
Q- Are  you aware  of any precedent for s uch a  Performance  Incentive?

9
Ye s .

10

This  Commis s ion  is  cons ide ring  a pproving  a  s imila r pe rfo rma nce  ince n tive

me cha n is m fo r Arizona  P ub lic  S e rvice  Compa ny In  a dd ition , TEP 's  DS M progra m

cons ulta nts  ha ve  provide d informa tion tha t s imila r me cha nis ms  ha ve  be e n a pprove d in
11

12
Conne cticut, Ma s s a chus e tts , Minne s ota , Onta rio  a nd Ve nnont. S e v e ra l o f th e s e

13

14

juris dictions , including Conne cticut, Onta rio, Ma s s a chus e tts  a nd Ve rmont, a llow for los t

re ve nue  re cove ry a nd Ca lifornia  a llows  for a  me cha nism to de couple  profits  from sa le s  to

a ddre s s  the  inhe re nt dis ince ntive  for a  utility us ing cons umption-ba s e d ra te s  to offe r
15

16
energy-e fficiency programs.

17

18
Q- Have  you provided a  propos ed ra te  ca lcula tion  for the  DSM Performance  Incentive?

19
Ye s . Atta che d  he re to  a s  Exhib it DAS -7  is  a  de s crip tion  a nd  e xa mple  o f the  DS M

20
P e rforma nce  Ince ntive , which by this  re fe re nce  is  incorpora te d he re in.

21

22
v . ENERGY EFFICIENCY S TANDARD (MEES M)

23

24
Q- What is an EES?

25
An EES  is  a  goa l for re ducing a nnua l MWhs  by a  pre de te rmine d pe rce nta ge  ba se d on a

forwa rd proje ction of a  utility's  consumption ove r time .
26

27

A.

A.

A.
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I Q- Ms. Smith, has the Company considered proposing an EES"

2

3

4

5

6

Ye s . In the  1999 S e ttle me nt Agre e me nt Ame ndme nt Ca s e , Mr. J e ff S chle ge l of the

S outhwe s t Ene rgy Efficie ncy P roje ct ("S WEEP ") a dvoca te d a n EES . S WEEP  would

re quire  TEP  to: "(l) a chie ve  e ne rgy sa vings  e qua l to a t le a s t 5% of tota l e ne rgy re source s

needed to mee t re ta il load in 2010, and a t leas t 15% in 2020, and (2) reduce  summer peak

de ma nd by a t le a s t 5% of tota l ca pa city re source s  ne e de d to me e t re ta il pe a k de ma nd in

7 2010, a nd a t le a s t 15% in 2020.79 While  the  Compa ny disa gre e s  with the  cos t-be ne fit

8

9

1 0

1 1

a na lys is  provide d by S WEEP , it ha s  cons ide re d the  imple me nta tion of a n EES . The

Company be lieves  tha t an EES could work for Arizona  so long as  accura te  and predictable

base line  growth foreca s ts  a re  made . This  could then be  used a s  the  ba s is  for de te rmining

utility pe rformance  in re la tion to the  EES goa ls  and provide  guaranteed cos t recovery.

1 2

1 3 Q, Does the Company propose an EES"

1 4

1 5

1 6

1 7

1 8

1 9

20

2 1

22

23

Not a t this  time . Curre ntly, the  a ve ra ge  Utiliza tion P e r Cus tome r ("UP C") is  incre a s ing

due  to the  convergence  of ente rta inment and computer e lectronics  coupled with sharp price

re ductions  in high e ne rgy consuming la rge  s cre e n e nte rta inme nt sys te ms  a nd a  tre nd in

Tucs on  to  improve  s umme r comfort by conve rting  from e va pora tive  coo ling  to  a ir-

conditioning, ma king it ve ry difficult to s e t a n a ccura te  a nd pre dicta ble  ba s e line  growth

fore ca s t. As  e ne rgy inte ns ive  indus trie s  re loca te  to Arizona  in ge ne ra l, a nd to the  Tucson

a re a  s pe cifica lly, e ne rgy cons umption pe r cus tome r a ls o incre a s e s  in a n unpre dicta ble

manner. Eva lua tion of utility pe rfonnance  to mee t the  goa ls  of an EES require s  predictable

e ne rgy growth  fore ca s ts , but both  UP C a nd cus tome r growth  pa tte rs  a re  not e a s ily

pre dicta ble  a t this  time . Additiona lly, incre a s ing de ma nd for comme rcia lly a va ila ble  plug-

24

25

in hybrid vehicle s  during the  expected implementa tion pe riod of an EES furthe r complica te

Utility

26

e va lua tion  o f u tility DS M progra m pe rfo rma nce  a ga ins t a n  EES  ba s e line .

pe rfo rma nce  in  me e ting  a n  EES  goa l is

27

e ntire ly de pe nda nt upon utility cus tome rs

embracing the ir own purchases  of ene rgy e fficient appliances , light bulbs  and othe r ene rgy

A.

A.
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1 consuming equipment or shifting fue l sources  and changing the ir ene rgy use  habits . While

2

3

DS M progra ms  ca n provide  cus tome rs  with tools  to re duce  the ir e ne rgy cons umption,

customers can not be  forced to change the ir habits .

4

5 Q- Are  SWEEP's  goa ls  reas onable"

6

7

8

No. Firs t, Mr. Schlege l does  not propose  any method of se tting an accura te  and predictable

ba s e line  growth fore ca s t, ma king e va lua tion of EES  complia nce  a n impos s ible  ta s k.

in  th a t p ro ce e d in g ,  S WE E P  p ro vid e d  n o anys pe cific  te s timony s ta ting

9

Second,

assumptions to support his  EES goals .

10

11 Q~ Given that an EES is difficult to accurately administer, are there other means by

12 which Utility DSM program s ucces s  can be  meas ured?

13

14

15

Ye s , give n tha t ta rge ts  ha ve  a lre a dy be e n propose d to re duce  e ne rgy consumption a s  a

compone nt of gre e nhous e  ga s  ("GHG") re duction progra ms , a  link ca n e a s ily be  ma de

be twe e n  u tility e ne rgy e ffic ie ncy goa ls  a nd  the  re ductions  in  GHG through  e ne rgy

16 e fficiency programs,

17

18 Q- Can you give an example of a DSM goal that is based on GHG reductions"

19

20

21

22

23

24

25

26

27

Ye s , The  Ame rica n S ola r Ene rgy S ocie ty ("AS ES ") publis he d its  propos a l for e ne rgy

programs it recommends a re  needed to mee t a  na tiona l US goa l of reducing GHG re leases

to le ve ls  a ppropria te  to me e t a  ma ximum globa l CON conce ntra tion ra nge . The ASES

report concludes  tha t rea lis tic energy e fficiency measures  could be  implemented to hold US

GHG re le a s e s  e s s e ntia lly fla t through 2030. Of thos e  e ne rgy e fficie ncy me a s ure s , 0.63

Qua ds  (l Qua d = 10" Britis h The rma l units  of He a t Ene rgy) of e ne rgy s a vings  would be

cre a te d  th rough  u tility-ba s e d  fina ncia l ince n tive  DS M progra ms  by the  ye a r 2020 ,

representing about 5.5 pe rcent of the  tota l savings  required to keep the  GHG re leases  fla t

through 2020.

A.

A.
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1 Q-

2

Is  th e  e n e rg y s a vin g s  p ro p o s e d  b y TEP 's  DS M P o rtfo lio  s u ffic ie n t to  a c h ie ve  th e

propos ed annual leve ls  recommended by the  ASES"

3

4

5

6

7

8

9

10

11

Ye s . Us ing a s  a  ba s e  the  TEP  2006 re ta il s a le s  of 9,201,419 Mwh, a nd his toric e ne rgy

s a le s  growth of 3 .59 pe rce nt, we  a pplie d the  re comme nde d 5.5 pe rce nt loa d growth

re duction re comme nde d by AS ES  for utility-ba s e d fina ncia l ince ntive  DS M progra ms .

The  ca lcula tion re sults  in a  re duction of 0.1975 pe rce nt of 2006 a nnua l e ne rgy sa le s  pe r

yea r for TEP. This  means  for TEP to mee t the  ASES goa l, 18,168 MWh saved annua lly or

a  to ta l of 97,602 MWh by 2012. In  2012, a fte r five  ye a rs  of the  propos e d TEP  DS M

P ortfolio, re s ulting e ne rgy s a le s  re ductions  a re  proje cte d to be  211,600 Mwh. Thus , the

DS M P ortfolio will e xce e d the  ra te  of e ne rgy re ductions  e xpe cte d by the  AS ES  GHG

management goa ls  from utility-based financia l incentive  DSM programs by a  factor of two.
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13 Q- Is such a reduction appropriate"
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17

Aga in, ye s . TEP  ha s  a na lyze d a  full-ra nge  of DS M progra ms  a nd is  propos ing only DS M

me a s ure s  which a re  cos t e ffe ctive . Th u s ,  th e  DS M P o rtfo lio  a s  a  wh o le  will co s t

e ffective ly reduce  ene rgy consumption even if those  reductions  a re  grea te r than the  leve l

needed for TEP cus tomers  to collective ly achieve  reductions  needed to mee t the  proposed

18 AS ES  e ne rgy e fficie ncy goa ls .
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20 VI. CONCLUSION.

21

22 Q-

A.

Ms. Smith, do you have any concluding remarks"
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26

Ye s . Through this  filing, the  Compa ny ha s  re s ponde d to que s tions  a nd comme nts  from

Commis s ion S ta ff a nd inte re s te d pa rtie s  on its  curre nt DS M progra ms . It ha s  provide d

e xte ns ive  informa tion both a bout its  propose d DS M P ortfolio, a nd the  spe cific progra ms

within tha t Portfolio, and cos t recove ry for such.
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8

The  Com pa ny be lie ve s  tha t its  DS M P ortfolio conta ins  a  va rie ty of DS M progra m  offe rings

tha t ha ve  be e n  c om ple te ly e va lua te d  a nd  s e le c te d  be c a us e  o f the ir s u ita b ility fo r TE P

cus tome rs . As  fo s s il fu e l p rim a ry e n e rg y s o u rc e s  b e c o m e  m o re  e xp e n s iv e  a n d  th e

e nv ironm e nta l im prin t o f e ne rgy us e  will be  inc re a s ing ly re gu la te d ,  u tilitie s  c a n  re duce

cos t-of-s e rvice  by pa rtne ring with cus tom e rs  to e m ploy m ore  re ne wa ble  ge ne ra tion a s  we ll

a s  re duc ing  e ne rgy cons um ption  a nd  pe a k a nnua l e ne rgy de m a nd ,  The  Com pa ny looks

fo rwa rd  to  th e  C o m m is s io n  a p p ro v in g  its  p ro p o s e d  DS M P o rtfo lio  to  a c c e le ra te  th e

building of e ne rgy s a ving pa rtne rs hips  be twe e n TEP  a nd its  cus tome rs .

9

1 0 Q- Do e s  th is  c o n c lu d e  yo u r te s tim o n y"

11 Ye s .
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ProgramBudget
2008 2012

Coincident
Peak Demand
Savings (MW )

Nqj
coincident

Peak Demand
Savings
(MW)

Annual MWH
Savings

AnnualTherm
Savings

$63,310,337 183.4 247.0 211 600 303,970

1 . In tro d u c tio n

Tucson Electric Power Company ("TEP") is  requesting approva l of the  portfolio of DSM programs
presented in this  Demand-S ide  Management ("DSM") Program Portfolio P lan for 2008 through
2012 ("DSM Portfolio"). This  DSM Portfolio provides  an overview of DSM programs tha t TEP
proposes to implement to provide savings and net benefits for TEP customers.

2. DSM Portfolio  Performance Cos ts , Savings  and Net Benefits

TEP proposes to implement its DSM Portfolio, designed to reduce the use of energy by encouraging its
customers to implement certain energy-efficiency products, services or practices, and help TEP manage
peak loads through the implementation of a Direct Load Control ("DLC") Program. The proposed
programs are designed to influence residential and non-residential customers to adopt energy efficiency
measures through a combination of rebates, technical assistance and training, and consumer education.

Exhibit 1 below summarizes the proposed budget and expected energy and demand savings as a  result of
program activities from 2008-20121. Exhibit 2 be low summarizes program net benefits  from 2008-2012
from the  perspectives of the  Tota l Resource  Cost ("TRC") and the  Socie ta l Cost ("SC") tests. These  tests
are  described in more deta il below.

Exh ib it 1
DSM Portfolio  Budgets  and Es timated Savings  2008-2012

The total budget represents TEP's best estimate of spending, however, it is inevitable that some programs will
achieve greater participation than others. DSM costs will be recovered through an adjuster mechanism
approved by the Arizona Corporation Commission ("Commission") and actual spending will be trued-up after
each full year. Therefore, TEP suggests that the proposed annual budgets should not represent a maximum
annual spending limit and that flexibility is approved for TEP to adjust spending for programs achieving
greater participation than expected. Budgets may need to be adjusted annually to maximize the effectiveness
of the overall DSM Portfolio.

1 Both the coincident and non-coincident demand savings include a 107.8 MW reduction attributable to the proposed
Direct Load Control Program. Base load reductions attributable to DSM activities are estimated to be 139.1 MW
non-coincident and 75.6 MW coincident peak.
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Total Resource  Cost Test Portfolio Benefits $150,351,771

Total Resource  Cost Portfolio Costs $81,404,485

Tota l Resource  Cost Portfolio Net Benefits $68,947,286

Socie ta l Cost Test Portfolio Benefits $184,213,285

Societa l Cost Test Portfolio Costs $81,404,485

Socie ta l Cost Test Portfolio Net Benefits $102,808,799
Tota l Resource  Cost Test - P ortfolio Leve l 1.85

Tota l Socie ta l Cost Test - Portfolio Leve l 2.26

Exh ib it 2
DSM Portfo lio  Net Benefits  2008-2012

Total Net Benefits are  equal to Total Socie ta l Benefits minus Total Socie ta l Costs. Tota l Socie ta l Benefits
are equal to the avoided costs of demand and energy savings over the life  of the efficiency measures, and
Total Socie ta l Costs include a ll program costs, including the  costs of program administra tion,
measurement, evaluation and research .

The DSM adjustor mechanism will recover costs of development and implementation of a  DSM customer
information tracing system, capita lized over 5 years  subsequent to implementa tion of the  tracing
system. TEP 's  current, high-leve l e s tima te  for this  tracing system is  $1.5 million.

3. Des cription of Propos ed Programs

The DSM Portfolio includes a  range of programs designed to provide  a ll TEP customer segments with
opportunities to reduce demand, save energy and reduce energy costs. The programs are designed to
provide  options for improving the  energy efficiency of residentia l existing homes, residentia l new
construction projects, residentia l low-income homes, non-residentia l existing facilities, and non-
residentia l new construction and renovation projects.

While  this document provides cost and benefit information for a  five-year program portfolio plan, it is
important to note  that this does not mean programs will be  e liminated a t the  end of the  first five  years.
Through regular monitoring and evaluation of each program, TEP will de termine if programs are  cost
effective . Individual programs may be  modified or e liminated a t a  date  earlier than 5 years or they may
continue  for additional years until each individual program is no longer cost-effective .

This section includes a  brief description of each proposed DSM program. Deta iled program descriptions
are  provided in the  Attachments here to including information about (1) program concepts, (2) target
markets; (3) base line  conditions, (4) customer e ligibility, (5) program ra tionales, (6) program objectives,
(7) products and services provided, (8) delivery stra tegy and administra tion, (9) marketing and
communications, (10) implementa tion schedules; (11) monitoring and evaluation plans; (12) program
costs, (13) estimated energy savings, and (14) program cost effectiveness. Exhibit 3 below lists the
programs included in this  DSM Portfolio:

2 The total resource costs and societal costs include $1,500,000 in customer tracing database costs expected to be
incurred in 2008.
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Exh ib it 3
Lis ting  of Programs  Inc luded  in  the  DSM Portfo lio

3.1 Education and Outreach Program

The Education and Outreach Program includes initia tives specifica lly formula ted for TEP 's residentia l
and non-residential customers .

Residential Education and Outreach
TEP currently provides on-line  energy audit services to residentia l customers. The Energy Advisor
("EA") is a  highly interactive , graphica l home energy analysis applica tion tha t is  easy to use  and
understand. The EA can generate more that 140 energy savings recommendations or measures and is
personalized for weather and electric utility ra tes based on the customer's zip code. A user can complete
the  audit with or without an e lectric bill history download. TEP 's on-line  energy tools a re  designed to
help customers understand and manage their energy use and include a  Detailed Home Energy Analysis
and Energy Savings Calculators. TEP's residentia l Education and Outreach Program also includes an
energy efficiency media campaign to educate customers on how to conserve energy, as well as energy
education initia tives formula ted for academic institutions. The campaign includes bill inserts, radio
advertising, and home page icons on TEP 's website . This DSM Portfolio proposes to continue the
Program in its  current configura tion. TEP expects tha t this Program will serve  as a  conduit to the
proposed CFL Buydown, Guarantee  Home, Shade Tree  and Residentia l HVAC Retrofit Programs. The
Education and Outreach Program also includes education for residentia l customers on Time-of-Use
("TOU") ra te s .

Non-Residential Education and Outreach
This DSM Portfolio proposes to continue the EA Program in its current configuration as on-line audit
services with the goal of educating TEP small commercial consumers on how to conserve energy and
lower their utility bills. The Education and Outreach Program also includes education for non-residential
customers on TOU rates and energy education initiatives formulated for academic institutions. TEP
expects that this Program will serve as a conduit to the proposed Existing Facilities, Small Commercial
and Efficient Commercial Building Design incentive Programs.

The changes to the Education and Outreach Program include an increase in funding levels to a llow for
greater promotion of energy efficiency to residentia l and small commercia l customers through media ,
brochures, direct mailings and bill inserts. TEP is a lso proposing an increase  in funding for Academic
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education to a llow for a  greater number of in-class presentations and additional funding to educate
consumers on how to conserve energy on TOU Rates

For a  detailed description of the Education and Outreach Program, see Attachment 1.

3.2 Direc t Load  Con tro l P rogram
This proposed program is to provide  TEP with the  capacity for direct load control of residentia l and small
commercia l centra l a ir conditioning equipment using communica ting thermosta t technology. The  DLC
Program may be  de livered in-house  or if necessary, through a  third-party implementa tion contractor. A
DLC implementa tion option be ing considered is  through integra tion with an in-house  Automatic Meter
Reading / Advanced Mete r Infra s tructure  ("AMR/AMI") program. TEP  hopes  to ins ta ll DLC on 10,000
air conditioning units during the  first year of implementa tion and ramp up participa tion to an estimated
100,000 units  within 10 years. TEP 's ultimate  goa l is  to have  up to 246 MW of load shedding capacity
from the  residentia l and small-mid size  commercia l component of the  DLC system. For a  deta iled
description of the  DLC Program, see  Attachment 2.

3.3 Res identia l Effic iency Programs

Proposed residentia l e fficiency programs to be  included in the  DSM Portfolio are  described below.

Low-Incom e Weath eriza tio n  P ro g ram
This DSM Portfolio proposes an expansion and modifica tion of the  current Low-Income Weatheriza tion
("LIW") P rogram. The  P rogram will continue  to provide  qua lifying residentia l low-income customers
with funding assistance for the  insta lla tion of measures that improve the  energy-efficiency of their homes.
However, the  new Program will offer an expanded set of efficiency measures and services. TEP has not
formally tracked program activities in the  past but will develop a  tracking system for the  new Program to
quantify measures installed, energy savings realized, and report on Program achievements .

Changes to the  LIW Program include: (1) increased funding to participating agencies, (2) an expanded list
of weatherization measures a llowed in each home, (3) an increased spending limit on each home, (4)
inclusion of compact fluorescent lighting ("CFL"), low-flow shower and fauce t aera tors and water hea te r
insula tion wraps to be  insta lled in every low-income home that a lso qualifies for emergency repair or
flood repair funding, and (5) an increase in the reporting functions so agencies must report each measure
insta lled in the  homes. The  new program will a llow TEP to ca lcula te  and verify energy and demand
savings from the  LIW program and report those  savings in future  years. However, this analysis does not
include  the  positive  and u quantifiable  effects of leveraging federa l and sta te  funding for other
improvements to the  homes which further reduce energy consumption and improve occupant comfort and
safe ty. For a  de ta iled description of the  LIW Program, see  Attachment 3.

Ne w Ho m e  P ro g ra m
The Guarantee  Home Program ("GHP"), a lso referred to as the  Residentia l New Construction Program,
requirements are designed to utilize the most recent building science research and promote a  system
approach to designing and constructing new homes. The GHP requires in-fie ld performance testing of
homes to assure that homes are  performing to specification and provides both energy cost and comfort
guarantees. To encourage participation, the  GHP offers incentives for builders who meet program
standards. The Program also offers training and technical assistance for builders and subcontractors about
the  benefits and features of energy efficient homes. This DSM Portfolio proposes to modify the  GHP to
include updated standards that account for changes in local energy codes, include updated energy and
demand savings and high-efficiency equipment options. For a  deta iled description of the  New
Home/Residentia l New Construction Program, see  Attachment 4.
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Re s id e n tia l HVAC Re tro fit P ro g ra m
The Residentia l HVAC Retrofit P rogram promotes the  insta lla tion of high-efficiency residentia lHVAC
equipment by providing incentives to homeowners for equipment tha t meets minimum qualifying
efficiency requirements. For a  de ta iled description of the  Residentia l HVAC Retrofit P rogram, see
Attachment 5.

Shade  Tree  Prog ram
The purpose of the Shade Tree Program is to promote energy conservation and environmental benefits
associated with planting low-water usage trees and other vegetation. Desert-adapted trees have been
provided to residentia l neighborhoods, low-income families, public areas, and schools by TEP. The trees
at residential sites are located on the south, west and east sides of home in the TEP service area with the
objective  of providing summer shading, reducing cooling loads and reducing customer cooling energy
costs on the  TEP system. TEP has not formally tracked Program activities in the  past but will develop a
tracing system for the  new Program. TEP will quantify measures insta lled, energy savings rea lized, and
report on Program achievements. TEP is a lso proposing to increase  funding to a llow a  greater number of
trees to be planted in neighborhoods. For a  detailed description of the Shade Tree Program, see
Attachment 6.

Compact Fluores cen t Lamp Buvdown Program

appliances and lighting products. However, advice  from TEP 's consultant tha t benefit-cost analysis
completed by other utilities in the  Southwest has shown that the  incremental cost versus benefit from

conduct a  separate  analysis for the appliance section of this Program, TEP chose to limit the Program to
lighting products tha t produce  a  positive  TRC. This P rogram therefore  promotes high-efficiency

manufactures and re ta ile rs (up-stream buy-down), and provide  for distribution of CFLs through loca l
re ta ile rs . Customers will be  re fe rred to participa ting re ta ile rs  to purchase  qua lifying products. Discount
pricing will be  passed on to consumers through a  negotia ted agreement with lighting manufactures and
reta ilers. The Program provides sa les tra ining for participating re ta ilers and consumer education,
including in-store , point-of-sa le  displays. For a  de ta iled description of the  CFL Buydown Program, see
Attachment 7.

3.4 Non-Res identia l Effic iency Programs

Proposed non-residentia l e fficiency programs to be  included in the  DSM Portfolio are  described below:

Non-Res iden tia l Exis ting  Facilities  Program
The Non-Residentia l Existing Facilities Program provides prescriptive  incentives to owners and operators
of non-residentia l facilities  for energy-efficiency improvements in lighting, HVAC, motors, compressed
air and refrigera tion measures. The Program will provide  custom incentives for implementa tion of
energy-efficiency measures not covered by the prescriptive measures. The Program also provides
technical assistance and education for facility owners and operators. For a  deta iled description of the
Non-Residentia l Existing Facilities Program, see  Attachment 8.

Effic ien t Commercia l Bu ild ing  Des ign  Prog ram
The Efficient Commercia l Building Design Program is a  performance based program that includes design
assistance for the design team, performance based incentives for the building owner/developer, and
energy design information resources. Design assistance involves efforts to integrate  energy-efficiency into
a customer's design process to influence equipment/systems selection and specification as early in the
design process as possible . Design assistance provides incentives to offset the additional design cost of
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investigating a lternative  energy efficient designs. The performance based incentives for the  building
owner/developer are  based on improved efficiency compared to a  baseline design and are computed by
comparing the features of the  baseline design to those of the  energy efficient a lternatives using an hourly
building energy simula tion program, such as DOE-2. Building energy ana lysis  and modeling will most
like ly be  provided by a  pre-qua lified design professiona l with expertise  in building energy simula tion
modeling. Energy design resources include design guides, technical resources, and modeling tools to
facilita te  the  comparison of a lternative  designs. For a  deta iled description of the  Efficient Commercia l
Building Design Program, see  Attachment 9.

Small Bus ines s P rogra m
DSM incentive  programs have typically had limited success reaching small business participants. This
market segment generally has limited access to investment capita l, little  or no knowledge of energy cost
savings opportunities, and, in general, requires a  simple  payback of one year or less before  they will
participate . In order to successfully reach this market segment and encourage small businesses to
participa te , the  Company proposes to offe r a  direct insta lla tion program for lighting, HVAC, and
Refrigera tion measures. The Program will be  opera ted as an "up-stream" market program and offer
incentives directly to insta lling contractors . Eligible  customers a re  those  who qua lify for TEP 's  pricing
plan, Rate  10 - Small General Service , (typically an aggregate  monthly demand of 200 kW or less). The
proposed Program will focus on reducing known ban'ie rs in this market and provide  the  incentives and
delivery mechanisms to encourage pamCipation in the  Program. For a  deta iled description of the  Small
Business Program, see Attachment 10.

4. Budget

TEP is  proposing to spend $63.3 million dolla rs  on energy-efficiency DSM programs during program
years 2008-20123. The proposed division of funds between residentia l and non-residentia l customers is
approximate ly commensurate  with the  re la tive  contribution to the  DSM funds from these  customer
classes.

The proposed budget maximizes the  amount of program funds that go directly to customers through
rebates and incentives, tra ining and technical assistance, and consumer education. This DSM Portfolio
also takes into account the realities of DSM program start-up costs and funds needed to adequately plan,
develop, deliver, and evaluate  quality programs. It typically takes two years or more to ramp up programs
and achieve significant customer participation levels and program savings, and the  DSM Portfolio
accounts for program ramp-up costs over the  2008-2009 time period. Over the  ramp up period through
2009, TEP expects that a  tota l of 55% to 60% of the  program costs (depending on the  program) will
benefit customers directly in the  form of incentives, tra ining or education. Once the  program has reached
maturity, TEP expects tha t a  tota l of up to 65% to 70% of program costs will go directly to customers.
The balance  of budget expenditures will be  applied to program administra tion. Program administra tion
expenses include all non-incentive expenses, including TEP internal staff expenses, marketing and
communications expenses, implementation contractor fees and expenses, measurement, evaluation and
research, and other direct expenses attributable to the programs.

Incentive  levels and other program elements will be  reviewed and modified as needed during the  first year
from the  approval da te  of this  DSM Portfolio, and periodica lly thereafte r, Such modifica tions will be
reported in the  mid-year and year-end reports submitted to Commission S taff.

3 This does not include $1.5 million in customer tracing database development costs expected to be allocated to the
TEP portfolio in 2008.
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For the  purposes of presenting the proposed budgets for this DSM Portfolio, the  program budgets have
been broken into the  following ca tegories:

• Rebates and Incentives ... Funds that go toward customer rebates and incentives, and installa tion of
income weatherization measures).measures (e .g., low-

• Training & Technical Assistance .-
assistance.

Funds that are  used for energy-efficiency tra ining and technical

• Cons umer Education - Funds that are  used to support general consumer education about the benefits
of energy-efficient improvements and load management options.

• Pro g ram Imp lemen ta tio n - Program delivery costs associa ted with implementing the  program,
including implementation of contractor labor and overhead costs as well as other direct program
delivery costs.

• P ro g ra m  Ma rke tin g - Includes a ll expenses re la ted to marketing the  program and increasing DSM
consumer awareness and participation.

• Plan n in g  & Ad min is tra tio n - Costs re la ted to planning, developing and administering the  programs,
including management of program budgets, oversight of implementation contractors, program
coordination and general overhead expenses.

• Meas urement, Evaluation , and  Res earch - Program expenses related to conducting measurement
and evaluation of savings a ttributable  to the  program and program operational efficiency, as well
as related research activities.

Exhibit 4 below shows a  summary roll-up of the  anticipated budgets for each program by cost ca tegory for
program years 2008-2012. Exhibit 5 presents the  tota l annual budget for each program over the  planning
period from 2008-2012. Detailed annual budgets for each program year are  included in the  Attachments.
These budgets represent TEP's best estimate  of spending, however, it is inevitable  that some programs will
achieve greater participation than others. DSM costs will be  recovered through an adjuster mechanism
approved by the  Commission and actual spending will be  trued-up after each full year. Therefore , TEP
suggests that the proposed annual budgets should not represent a  maximum annual spending limit and that
flexibility is approved for TEP to adjust spending for programs achieving greater participation than expected.
Program budgets may need to be adjusted annually to maximize the effectiveness of the overall DSM
P ortfolio.
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sPro am

Total
Administrate
ve and0&M

Cost
Allocation

Total
Marketing
Allocation

Total Nina
Implementation

Total
E M & V

Cost
Allocation Total Cost

Education and Outreach $242,910 $98,670 $2,456,320 $57,100 $2,855,000

Direct Load Control $1,033,616 $771,033 $16,669,007 $200,000 s18,673,657

Low-Income Weatherization $128,878 S0 $1,821,414 $32,447 $1,982,739

New Home Construction $2,300,339 $2,130,590 $12,778,673 $552,795 $17,762,397

Residential H V A C Retrof i t $345,094 $318,548 s1,911,289 $79,637 $2,654,568

mS ha de  Tree  P ro • 1 S80,000 $0 $700,000 $20,000 $800,000

CFL Buydown Program $297,312 $445,967 $2,824,460 $148,656 $3,716,395

Residential Subtotal $3,151,622I $2,895,106 $833,535$20,035,837 $26,916,100

Non-Re s ide n tia l Exis ting  Fa c ilitie s

P r o  a m9 S668,951 $445,967 $2,415,657 $185,820 $3,7 l6,395

S m a ll Bus ine s s  P rogra m $1,171,687 $634,169 $275,710$4,820,311 $6,901,877

Efficient Commercial Building Design $764,516 s339,785 $127,419$3,015,589 $4,247,309

Non-Residential Subtotal $2,605,154 $1,419,921 $10,251,557 $588,949 S14,865,580

To ta l s7,033,303 $5,184,730 $49,412,721 $1,679,584 $63,310,337

P r o l I I 2008 2009 2010 2011 2012

Education and Outreach $651,000 $551,000 $551,000 $551 ,000 $551,000 $2,855,000

Direct Load Control $3,970,500 $3,337,190 $3,560,905 $3,787,625 s4,017,437 $18,673,657

uResidential Etficien Pro ms

Low-Income Weatheriza tion $381 ,000 $396,392$388,620 $404,320 $412,407 $1,982,739

New Home Construction $3,200,000 $3,644,072 I $3,663,824 $3,649,415 $3,605,086 $17,762,397

Residential H V A C Retrof i t $500,000 $530,450$515,000 $546,364 $562,754 $2,654,568

mS ha de  Tree  P ro ' 4 $160,000 $160,000s160,000 $160,000 s160,000 $800,000

CFL Bu yd o wn  P ro g ra m s700,000 $742,630$721,000 $764,909 $787,856 $3,716,395

I INon-Residential Efficient Pr
Non-Residential Existing Facilities

Pro m $700,000 $721,000 $742,630 $787,856$764,909 $3,716,395
S m a ll Bus ines s  P rogra m Sl,300,000 $1,339,000 $1,379,170 $1,420,545 I $1,463,161 $6,901,877

Exis ting  Fa c ilitie s  P rogra m s800,000 $824,000 $848,720 $900,407$874,182 $4,247,309

$12,200,882 312,575,722 $12,923,268 $13,247,965 $63,310,337

Residential Subtotal s4,941 ,000 $5,428,692 $5,493,297 $5,525,007 $5,528,103 $26,916,100

Non-Residential Subtotal $2,800,000 $2,884,000 $2,970,520 $3,059,636 $3,151,425 $14,865,580

To ta l $12,362,500

Exhibit 4

2008-2012 DSM Portfolio Budgets by Cost Category

.rial Efiiciencv Pr

esidentiad Etficiencv Programs

Exh ib it 5

2008-2012 DSM Portfo lio  Budgets  by Year
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5. Program Energy Savings  and Benefits

TEP has estimated the energy savings, costs, net benefits, and environmental benefits associated with each of
the  programs included in the  proposed DSM Portfolio. The  following sections describe  the  energy savings,
cost-effectiveness, and environmental benefits that are expected to accrue from the programs .

5.1 Portfolio Energy Savings, Costs and Net Benefits

In preparing this DSM Portfolio, TEP examined a  wide  range of energy efficiency and load management
measures that are applicable to all major energy end uses and provide a broad set of energy savings
opportunities in a ll of TEP's customer sectors. The analysis included a  detailed demand and energy savings
and a cost effectiveness analysis of each measure, as well as each program as a whole. In order to complete
the analysis, TEP assembled data on baseline and energy efficient performance of each measure technology as
well as a  range of other technical and financia l data  including:

•

•

•

•

TEP avoided cost data,

Discount ra tes,

Effective  Useful Life times ("EUL") for each measure ,

Incremental and installed measure costs for each measure, and

• Projected participation ra tes for each program over the  projected program life  presented in this DSM
P ortfolio.

For the analysis of net program benefits, TEP has used avoided cost savings that will result from the expected
energy savings and peak demand reductions generated by each DSM program in the proposed DSM Portfolio
for measures implemented from 2008-2012. Levelized avoided cost data  for a  20-year planning horizon was
developed for use in the cost effectiveness analysis. TEP has evaluated the cost effectiveness of each measure
and each program as a  whole  using the Ratepayer Impact Measure ("RIM") test, the  TRC test, and the SC
test. The  SC test is  a  variant of the  TRC test and differs from the  TRC test by including the  valuation of
environmental benefits, non-energy benefits, and other societal benefits in the analysis. The SC test a lso uses
a societa l discount ra te  whereas the TRC uses a  market discount ra te . For the analysis of the portfolio of
programs, TEP quantified the  expected environmental benefits resulting from measures insta lled through the
program, a lthough they were  not monetized for the  purposes of cost-effectiveness testing. A socie ta l discount
rate  of 5% was used in the computations of the SC test.

Exhibit 6 provides estimates of the expected lifetime energy savings and peak demand savings for each
proposed DSM program and a  summary of the net benefits. The life time energy savings are  the estimated
savings that will result over the  expected life time of a ll program measures.

In addition to the  estimated savings and benefits  shown in Exhibit 6, the  DSM Portfolio is  anticipa ted to
produce other socie ta l benefits. Exhibit 7 shows an estimate  of the  water savings and a ir emission reductions
that are  expected as a  result of the implementation of the measures promoted by the programs. S ignificant
additional benefits which are  expected to accrue to TEP customers include increased levels of service, non-
energy benefits such as increased comfort, and support for low-income households.
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Education and Outreach 0.0 0.0 0 $2,855 so so $0

Direct Load Control 134.8 134.8 4,362 $18,674 $28,448 $18,674 $9,775
;

zReside 'ztialEff iciency P rams

Low Income  Wea the riza tlon 0.3 0.1 1,026 $1,983 $1,321 $1,983 -$661

Ne w Ho m e Cons truction 28.4 21.9 42,859 $17,762 $71,207 $27,092 $44,115

Res identia lHVAC Re trofit 1.8 1.8 5,254 $2,655 $5,367 $3,192 $2,176

S ha de  Tre e  P ro a mC 0.0 0.0 1,237 $800 $2,997 $997 s2,001

sCFL Buydovvn P ro a m 60.9 6.1 52,013 $3,716 $15,238 $6,546 $8,692

29.891.5Residential Subtotal I 102,390 $96,130 $39,808$26,916 $56,322

Non-Ressidentid Eftieien Programs

uNon-Re s ide ntia l Exis ting Fa cilitie s  P ro a m 10.1 8.8 53,019 $3,716 $6,699$25,023 $18,325

S ma11 Bus iness  P ro am\ 7.2 6.5 35,746 $6,902 $7,719$20,229 $12,510

Efficient Commercia l Building Des ign 3.5 3.5 16,083 $4,247 $7,005$14,382 $7,377

Non-Res identxal S ubtotal 20.7 18.8 104,848 $14,866 $59,634 $21,422 $38,212

Tota l 247.0 183.4 211,600 $63,310 $184,213 $79,904 $104,309

Exh ib it 6
Electric  Savings  and Benefits

2008-2012 Programs

In addition to the  e lectric savings and benefits, additional energy savings resulting from programs in the
program portfolio include  303,970 te rms of na tura l gas . The  Residentia l New Home Construction P rogram
reduces gas energy consumption by 241,506 terms and the  LIW Program reduces gas energy consumption
by 62,465 te rms from 2009 through 2012.
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»Existing Facilities Pro am 3.04 3.74 0.90

Small Business Program 2.11 2.62 0.54

Efficient Commercia l Building Des ign 1.62 2.05 1.08

Environmental
Factor

Value Units

SOx 2.39 lbs /MWh
NO x 3.97 lb s /Mwh
CO2 2,088 lbs /MWh

Water 500 gals/MWh (utility water savings only)

Exh ib it 7
DSM Benefit Cos t Tes t

2008-2012 Programs

5.2 Environmental Benefits

In  pre pa ring this  DS M P ortfolio ,  TEP  ha s  e s tim a te d the  e nvironm e nta l be ne fits  e xpe cte d to  re s ult from
m e a s ure s  ins ta lle d a s  a  re s ult of the  portfolio  of DS M progra m s . Ba s e d on the  dire c tion of Com m is s ion S ta ff,
TEP  is  re porting e nvironm e nta l be ne fits  in  this  DS M P ortfolio  but ha s  not m one tize d the  be ne fits  for the
purpos es  of cos t e ffectivenes s  a na lys is  of m ea s ure s  a nd progra m s . The  environm enta l reductions  a re  ba s ed
on the  kph s a vings  of a ll progra m  m e a s ure s  ove r the ir e xpe cte d us e ful life tim e s . For a ll m e a s ure s  tha t re s ult
in cus tom e r wa te r s a vings , the  ca lcula tion include s  both cus tom e r a nd utility wa te r s a vings .

The  fa ctors  tha t a re  us e d to  ca lcula te  the  DS M Environm e nta l Be ne fits  a re  s hown in  Exhibit 8 .  In  ca lcula ting
thes e  fa ctors , TEP  ha s  identified the  gene ra tion m ix tha t is  m os t like ly to be  dis pla ced by the  m ea s ure s  included
in  the  DS M P ortfo lio .

Exhibit 8
Environmental Benefits Factors

Exhibit 9 shows the  estimated water consumption and air emissions savings that will result over the  expected
life time of a ll measures insta lled as a  result of the  proposed DSM Portfolio.
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P ro g ra m

Water SaviIngs
(Million
Goons)

C02
(Million

Lbs)Not be)Sox be)

Education and Outreach 0.0 0.000

Direct Loa d Control 2.2 17,31610,425 I 9.1

Residential Efficiency Programs

Low-Income Weatherization 0.5 2,453 4,074 2.1

New Home Cons truction 21.4 102,434 170,151 89.5

Res identia l HVAC Retrofit 2.6 12,558 20,860 11.0

Shade Tree Program 0.6 2,956 4,910 2.6

CFL Buydown P rogra m 26.0 124,311 206,492 108.6

51.2Residential Subtotal 244,712 406,487 213.8

Non-Residential Efficiency Programs
INon-Res identia l Exis ting Fa cilities  P ro a m 26.5 126,715 110.7210,485

17.9 85,433 74.6141,912

Efficient Commercia l Building Des ign 8.0 38,439 33.663,850

Non-Res identia l Subtota l 52.4 250,587 416,247 218.9

505,723 840,051 441.8Tota l 105.8

Exh ib it 9
DSM Es timated  Environmenta l Benefits

2008-2012 Programs

Small Business  Program

For a ll m e a s ure s  tha t re s ult in  cus tom e r wa te r s a vings , the  ca lcula tion of wa te r s a vings  s hown in Exhibit 9
include s  both cus tom e r a nd utility wa te r s a vings .

6. Prog ram Marke ting  and  De live ry

This section of the  DSM Portfolio presents TEP 's proposed marketing and communications stra tegy, and
implementa tion/de livery plan.

6.1 Program Marke ting  and  Communica tions

This DSM Portfolio includes ta rgeted marketing and communication of program offerings and benefits  to
encourage participation among customers, key market players and trade a llies. The objective  of the  marketing
and communications strategy is to make customers and key market actors aware of the program offerings and
benefits, and to influence their decision-maldng a t the  time of purchasing or insta lling energy systems or
equipment in favor of choosing more  energy efficient options.

The  s pe cifics  of the  m a rke ting s tra te gy de pe nd on the  progra m , but ge ne ra lly include  a  m ix of inte rne t,  print
m edia , ra dio, direct conta ct, direct m a ilings , bill ins e rts  a nd pre s enta tions  depending on the  m a rke t to be
re a che d. The  progra m  de s criptions  in the  Atta chm e nts  de s cribe  the  propos e d m a rke ting a pproa ch for e a ch
progra m .

6.2 Program Delive ry and  Implementa tion

TEP proposes that programs be implemented using a  mix of both in-house and outsourced recourses. This
enables TEP to take advantage of outsourced experts who have implemented similar programs in other areas,
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Tasks

2007 2008 2009
Q tr

1
Qtr
2

Qtr
3

Qtr
4

Qtr
1

Qtr
2

Qtr
3

Qtr
4

Qtr
1

Qtr
2

Qtr
3

Qtr
4

•P ro a m P la nning & Development
Submit Portfolio Plan
ACC Review & Approval
Issue Contractor RFP's
Progra m Ma rketing &
Communica tion Planning
Ongoing Education Programs
Implementation
Ongoing New Home Program
Implementation
Ongoing Shade Tree Program
Implementation
Ongoing LIW Implementation
CFL Buydown P rogra m Kick-Off
Select DLC vendor (equipment)
Select IC and MER Contractors
DLC Full-scale Launch and
Implementation
NR Exis ting Facilities  P rogram
Launch and Implementa tion
Efficient Commercia l Building
Launch and Implementa tion
Small Commercia l Program
Launch and Implementa tion
Program Impact and Process
Eva lua tion
Submit Updated Portfolio
Plan (Biennial Submittal)

while  a ls o  us ing in-hous e  re s ource s  whe re  a ppropria te .  For a ll progra m s , TEP  will re ta in  re s pons ibility for
progra m  a dm inis tra tion, m e a s ure m e nt a nd e va lua tion, a nd re porting a ctivitie s . TEP  inte nds  to is s ue  Re que s ts
for P ropos a ls  ("RFP ") to  qua lifie d  firm s  for a ll s ignifica nt a c tivitie s  tha t will be  outs ource d.

Exhibit 10 provide s  a  tim e line  tha t s hows  ke y da te s  a nd progra m  im ple m e nta tion a ctivitie s .  For a  de ta ile d
des cription of the  propos ed im plem enta tion s chedule  a nd pla ns  for in-hous e  ve rs us  outs ourced
im ple m e nta tion m ode ls  for e a ch individua l progra m , s e e  the  progra m  de s criptions  include d in the
Atta chm e nts .

Exh ib it 10
Program Deve lopment and  Implementa tion  Timeline

2008-2012

7. Program Measurement, Evaluation and Research

Measurement, evaluation and research ("MER") is an integral component of the proposed DSM Portfolio.
TEP will select a MER contractor at the same time it selects outsourced implementation services. TEP
will adopt an integrated evaluation strategy for MER activities. This strategy saves program costs and
produces better results by collecting data directly at the time measures are installed. Integrating data
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collection into program delivery a lso requires that any implementa tion contractors engaged by TEP work
with the  MER contractor, to provide  the  data  necessary to support evaluation activities. MER activities
are expected to include:

Verification that energy-efficiency measures are  insta lled as expected,

In-field measure performance measurement and data  collection,

Impact analysis to compute the savings that are being achieved,

Cost-effectiveness analysis,

Process evaluation to indicate  how well programs are  worldng to achieve objectives, and

Research activities to identify additional opportunities for cost-effective  energy-efficiency measures.

In genera l, the  approach for MER will be  to integra te  da ta  collection and tracing activities  directly into
the program implementation process. TEP intends to use  an independent third-party evaluation contractor
to conduct evaluations. Prior to program implementa tion, TEP will issue  an RFP to re ta in an evaluation
contractor. The  eva lua tion contractor will then work directly with TEP and any implementa tion
contractors to ensure  that program design and implementation activities will collect the  necessary data  for
ME R.

TEP anticipa tes tha t evaluation activities will be  ongoing during each year of program delivery, providing
feedback on program performance and providing information to guide  program course  correction. TEP
also expects that an impact and process evaluation report will be prepared at the end of each program year
from 2008 through 2012.

For more information about the  MER plan for each proposed DSM program, see  the  program descriptions
in the  Attachments.
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Education and Outreach Program

TEP Educa tion  and  Outreach  P rogram

P ro g ra m  Co n c e p t  a n d  De s c rip t io n

Tucson Electric Power Company ("TEP" or the  "Company") understands tha t to meet
performance guidelines for energy and demand reduction, the  concept of energy efficiency and
demand response must be supported and embraced by its customers. Messages that communicate
the  general concept of Demand-Side  Management ("DSM") and the  importance of energy
efficiency to the  customer should be  included in many areas of communica tion. This education
and outreach is intended to help customers understand and embrace the concept of DSM to
encourage  higher leve ls  of participa tion in DSM programs offe red by TEP. Educa tion and
outreach is the  most important step in any market transformation effort

Education and Outreach includes four distinct education stra tegies:

Residential Education:
The  goa l of residentia l educa tion is  to educa te  TEP 's  residentia l consumers on how to conserve
ene rgy and lower the ir e lectric utility bills . This  is  a ccomplished in a  va rie ty of ways  discussed
la te r in this  re port. The  on-line  e ne rgy a udit portion of this  s tra te gy wa s  a pprove d by Arizona
Corpora tion Commission S ta ff ("ACC S ta ff") in August 1992.

Academic Education:
The goal of academic education is to educate  school children, provide early understanding and
apprecia tion for energy efficiency, and to encourage students to take the  information home. TEP
offers several school education programs that cover a  varie ty of topics re la ted to energy, natural
resource conservation and envirormiental awareness. These programs are currently targeted to
students in grades K-8. Four of TEP's school education programs, described below, have been
approved by the ACC Staff, a ll have been updated as situations have changed.

Commercial Education:
The goal of commercia l education is to educate  TEP 's small commercia l customers on how to
conserve  energy and lower the ir e lectric utility bills . This is  accomplished through the  on-line
energy audit program. The program was approved in June 1994.

Tim e -Of-Us e  ("TOU") Ed u c a tio n
The goal of TOU education is to teach TEP's residentia l and commercia l customers about the
benefits of TOU rates and communicate strategies that enable customers to maximize savings
through load shifting. This TOU educa tion is  a lso intended to further customers ' understanding
of the  mandatory TOU ra te  requirement.

Ta rg e t  Ma rke t  a n d  P ro g ra m  Elig ib ilit y

Each of the  four stra tegies will be  targeted to different customer groups, but in tota l, the
Education and Outreach Program will be  targeted to approximate ly 358,000 residentia l
customers, 34,000 commercial customers, and 30,000-40,000 future consumers (students).
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Education and Outreach Program

Current Baseline Conditions

In general, customers are  not well educated on energy efficiency stra tegies and how different
stra tegies might help reduce energy consumption in their home or business. Customers are  a lso
not well educated on the  potentia l benefits from energy conservation in reducing greenhouse
emissions and water use . The purpose of the  four stra tegies included in the  Education and
Outreach Program is to help communicate and educate these messages to all customers. The
messages included in these  genera l energy efficiency campaigns will support individual DSM
program messages.

P ro g ra m  Ra t io n a le

As an approved DSM program, the Education and Outreach Program has the potentia l to deliver
messaging tha t will result in energy and demand reductions. This program also supports
individual DSM program marketing and advertising efforts . To achieve  energy and demand
reduction goals from the  DSM Portfolio of programs, the  customer must hear similar and
supporting messages through many avenues of communication. The Education and Outreach
Program provides the  opportunity for a ll utility customer segments to hear supporting messages
and become more knowledgeable about energy use and energy cost saving opportunities in their
homes and businesses. The Academic Education stra tegy offered to schools will lead to more
aware energy consumers in the coming generation.

It is  impossible  to track the  effectiveness, level of participation or demand and energy reduction
created by educational and outreach programs. Utilities and regula tory agencies throughout the
country recognize  this limita tion but understand the  importance of the  process.

Program Objectives

The program's goal is to educate  consumers on ways to conserve energy, lower their e lectric
utility bills, achieve cost effective energy savings, and reduce peak demand. The Education and
Outreach Program is intended to help customers understand and embrace the concept of DSM to
encourage  higher levels of participation in DSM programs offered by TEP. Further, the  goal is  to
generate awareness among tomorrow's consumers about the value of energy and the need to
conserve  it for a  be tter future  for a ll.

P ro d u c ts  a n d  S e rvic e s  P ro vid e d

Residential Education:

The  Re s ide ntia l Educa tion S tra te gy utilize s  multiple  me thods  to a tta in the  goa l of e duca ting
TEP 's residentia l consumers on how to conserve  energy and lower the ir e lectric utility bills .

On-line  Energy Advisor
TEP  provide s  on-line  e ne rgy a udit se rvice s  to re s ide ntia l cus tome rs . The  Re s ide ntia l Ene rgy
Advisor ("Ene rgy Advisor") is  a  highly inte ra ctive , gra phica l home  e ne rgy a na lys is  a pplica tion
that is easy to use and understand. The Energy Advisor can generate more than 140 energy saving
recorrunendations or measures and is  personalized for weather and e lectric utility ra tes based on
the  cus tome r's  zip code . A use r ca n comple te  the  a udit with or without a n e le ctric bill his tory
download. TEP 's on-line  suite  of energy tools to he lp a  customer understand and manage  energy
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Education and Outreach Program

us e  inc lude s  a  De ta ile d  Home  Ene rgy Ana lys is  a nd  Ene rgy S a ving  Ca lcula tors . Adve rtis ing  a nd
prom otion  fo r the  Ene rgy Advis o r be ga n  in  J une  2006  a nd  p rom otion  inc lude d  a n  e le c tric  b ill
ins e rt, We b a dve rtis ing, ra dio a dve rtis ing a nd home  pa ge  icons  on TEP 's  We b s ite .

Cus tome r Educa tion
An e ne rgy e fficie ncy me dia  ca mpa ign de s igne d to e duca te  cus tome rs  on s imple  low-cos t
cons e rva tion s te ps  is  produce d a nnua lly. The  ca mpa ign typica lly include s  a n e le ctric  bill ins e rt,
ra dio a dve rtis ing a nd home  pa ge  icons  on TEP 's  We b s ite .

TEP  a nd the  Tucson Childre n's  Muse um ("Muse um") pa rtne re d in 2004 to cre a te  a n Ene rgy
Efficie ncy Awa re ne ss  P rogra m for childre n a t the  Muse um. The  Ene rgy Efficie ncy ha nds -on
e xhibit a t the  Muse um is  for childre n (K-3) a nd wa s  comple te d in Ma y 2005. By e xpe rie ncing
hands-on activities with energy savings a t an early age , the  door is  open to learn more , to change
behaviors and to influence  others. This va luable  effort will be  continued in future  years.

Academic Education:

ins ula tion S ta tion (4th Grade )
This concept was pre-approved by the  ACC Staff in March 1993. The  Insula tion S ta tion is  a
hands-on learning kit containing ready-to-assemble model houses and the necessary supplies to
conduct science  and math activities on insula tion and home energy efficiency. Materia ls provided
include model home kits and student workbooks containing charts, graphs, activities and a  home
energy audit. TEP requires 4th grade teachers to a ttend a  tra ining session prior to receiving
materia ls. Once teachers have received tra ining, they are  e ligible  to receive materia ls every
school year.

Growing Greener Citie s (Middle  S chool
While  the  books, Growing Greener Cities, a re  out of print and no longer distributed, a
representative from Trees for Tucson visits schools and talks to students about the value of trees
to the environment and our community, and how shade trees can help conserve energy. Each
participating school receives one or more desert-adapted trees planted on the campus, and student
workshops focus on tree  care  and the  environmenta l impact of trees. This on-going education
regarding shade trees is actually funded from the TEP Shade Tree Program.

Energy Patrol (K - 12//1 Grades)
The Energy Patrol is an Arizona Energy Office-sponsored program. The concept was pre-
approved by the  ACC Staff in March 1993, a fte r which TEP introduced it to 5th and 6th grade
teachers and students. S tudents monitor classrooms to ensure that lights, computers and water
faucets are  turned off when rooms are  vacant. The program is designed to help schools reduce
electrical and water consumption costs and to teach students about energy conservation. Energy
Patrol participation has decreased in the last few years as economics and legislation has deterred
schools from offering incentives for conservation. Interest continues with numerous inquiries,
however, getting permission a t the  proper levels takes time and few new schools have reported in
with the ir results . Severa l Tucson Unified School District ("TUSD") schools  rece ived cash
awards for energy saving efforts . Schools with an Energy Patrol earn additiona l points for the ir
efforts, and most of the  schools that actually reduce their energy use  do so with the  help of an
Energy Pa trol.

Commercial Education:

The  on-line  a udit a nd individua l communica tions  with e xis ting comme rcia l cus tome rs  a re  the
prima ry a ve nue s  us e d for comme rcia l e duca tion.
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Education and Outreach Program

Account Managers
Account Managers work independently with larger Rate  13 and Rate  85 commercia l customers
on energy efficiency and high bill solutions, and members of the  Customer Services Department
who specia lize  in commercia l high~bill applica tions work independently with Rate  10 small
commercial customers on energy concerns.

On-line  Energy Audits
TEP provides on-line  energy audit services to Rate  10 small commercia l customers. The
Business Energy Advisor is  a  highly interactive , graphical applica tion tha t is  easy to use  and
understand. Small commercia l customers can quickly find a  case  study re levant to their business
type , perform a  benchmark ana lysis comparing the ir facility to similar facilities, obta in a
complete  energy analysis, and get personalized recommendations for managing energy costs.

Advertising and promotion for the  Energy Advisor began in June  2005 and typica lly includes a
bill insert, Web advertising, radio advertising and home page icons on TEP 's Web site .

Time-Of-Use Education:

TEP will notify current TOU customers about the  changes to the  program and a lso provide  on-
going information to new service  customers and TEP customers interested in signing up for TOU.
See the  Marketing and Communications section of this report for more  deta il.

Delivery Strategy and Administration

This program will be  administe red in-house  by TEP employees. TEP  will provide  program
administra tion, marketing, planning, and consumer education activities.

Marketing and Communications

Residential and Commercial Education:

TEP will communicate  and educate  residentia l and commercia l customers through a  varie ty of
avenues:

Bill mes s ages will be  used to provide  infonnation to current customers,
Tep .com will display information during the  summer months to he lp Web users quickly
find the  energy savings information,
TEP cus tomer care  repres en tatives will be  tra ined to answer any customer questions
and they will know where  to direct customers on tep.com,
Brochures will be  created to be  mailed on demand. These  will be  distributed through the
call center and tep.com and will be  available  for various public awareness events (school
training, presentations, seminars, e tc),
In s erts will be added to customer bills to educate  them on ways to help lower their
e lectric bill costs ,
Email news le tter article  fea turing energy savings tips will be  sent to a ll registered
tep.com users,
Me tro , tra ffic  an d  rad io advertising will be  used as appropria te  to further communicate
the value of the  programs,
Med ia  re la tio n s will be  prepared to answer questions posed by the media , and
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Type of Customer IDelivery Strata Customer Notification

(1> New residentia l and
commercial customers
(including customers tha t
move  within the  se rvice
te rritory) (ra te s  l, 20lA,
l0 )

TEP 's  me te ring department will
set TOU meters as customers
request new service.

TEP Customer Service Representatives
will inform customers regarding the
TOU rates as customers call to set up
new service . (See  Marketing and
Communica tions Section)

(2) Exis ting TOU res identia l,
and small general service

Delive ry and implementa tion
will occur over an 18 month

TEP will send le tte rs to customers
informing them about the  new TOU

Personal outreach at fa irs, exhibits, science  competitions, e tc. to distribute  information,
flyers, e tc., about energy conservation and renewable energy.

Academic Education:

TEP contacts e lementary and high school teachers by mail or individual te lephone contact to
schedule  appearances. In addition, direct mail to a ll e lementary schools outlines the  programs
offered and provides opportunities for teachers to order classroom sets of grade-appropria te
energy conservation booklets and study guides for students grades K-6 .

Time-Of-Use Education:

TEP will notify current TOU customers about the  changes to the  program and a lso provide  on-
going information to new service  customers and TEP customers interested in signing up for TOU
through avenues such as:

Targ e ted  mailin g to educate  current TOU customers on the  new TOU program,
including, how and when the  changes will occur. It will a lso provide  tips  on maximizing
the new program. (see  Appendix l for customer numbers by ra te  and movement to new
TOU ta riff);
Bill mes s ages used to provide  information to current TOU customers,
Tep .com which will display information tha t will address both the  current TOU users and
those  signing up for New Service . We will a lso provide  the  option to sign up for the
service  online ,
TEP cus tomer care repres en tatives tra ined to answer any customer questions regarding
TOU. They will a lso inborn new service  customers of the  change ,
Brochures crea ted to be  mailed on demand. These  will be  distributed through the  ca ll
center and tep.com and will be  available  for various public awareness events (school
training, presentations, seminars e tc),
In s erts mailed to communicate  the  program to a ll customers who sign-up for new
service,
Email news le tter article  sent to all registered tep.com users,
Metro  an d  tra ffic  rad io , s mall s p ace  p rin t an d  In te rn e t advertising used as
appropria te  to further communicate  the  value  of the  TOU program,
Med ia  re la tio n s prepared to answer questions posed by the media, and
Do o r Tags will be  left behind from the  metering department when a  meter is exchanged.
This will be  a  TOU brochure  expla ining the  benefits  of the  TOU ra tes with some ways to
conserve energy and save money with the new rates.

The  actua l notifica tion and de livery stra tegy for TOU Educa tion is  outlined in the  following
Ta ble  l:

Table 1. Notification and Delivery Strategy for Time-Of-Use Education
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customers (SGS) (rates
21, 70, 20113, 201c, 76)
plus

Large General Service
(LGS) (rates 13, 85A,
85F)

timeframe for approximate ly
9,500 customers. Commercia l
customers (#l ,600) will be
replaced first and then
residentia l. (#7,900) (See
Implementa tion time line )

ra tes severa l months prior to the  TOU
meter insta lla tion. TEP would send a
follow up le tte r prior to the  billing
month informing the  customer of the
billing change  and effective  da te . In
addition TEP Customer Service
Representa tives will ca ll the  customer
to set up appointments for a  meter
exchange.

(3) Large  Light and Power
(LLP) Customers (ra tes
14, 90A, 90F)

LLP  customers  will be  migra ted
to the  new 90N TOU ra te  as
the ir contracts  will a llow.

TEP  LLP  Account Ma na ge rs  will
contact the  customer individua lly and
directly through phone  ca lls  and
personal meetings to inform customers
regarding the  TOU ra tes and contractual
implementa tion timelines.

Des crip tio n 2087 2008 2009
Submit New Program for ACC approva l
New Program approval (estimated)
Crea te  Marketing Materia ls
Develop Communica tion P lan
Ma rke ting Kick-Off

I
» New Customers  to TOUS i

Program Evalua tion

P ro g ra m  Im p le m e n ta t io n  S c h e d u le

The Residentia l, Commercia l and Academic Education Programs will be  continued throughout
the  regula tory process to approve  on-going support of the  e fforts . The  TOU Educa tion will
follow the  implementa tion schedule  shown in Table  2 be low:

Table 2. Program Implementation Schedule

Mo n ito r in g  a n d  Eva lu a t io n  P la n

It is not possible  to monitor many of the  components of the  Education and Outreach Program due
to the nature  of the advertising and communication plans used where there  is no direct feed-back
loop. Where  possible  however, TEP will collect da ta  ava ilable  to de termine  participa tion.

Academic Education will be  tracked by the  tota l number of students who participate , the  number
of schools and the number of teachers involved.

Web audits will be tracked based on the number of customers who complete  at least one page of
the  on-line  audit form. The tota l number of "hits on each site" can a lso be  determined but the
"hits on each site" do not indica te  whether or not the  visitor had completed any part of the
analysis.

Because  TOU will be  mandatory for new customers, it is  not appropria te  to evaluate  TOU
Education on the  number of new TOU meters. The  education plan for this program is intended to
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MXTML START-UP YEAR (2008)

$200,000.00Residential and Commercial Education
Residential and Commercial Education On-Line
Audit (Software License)
Academic Education
Time-Of-Use Education

Total Residential & Commercial

$101,000.00
$50,000.00

$300,000.00
$65 l ,000.00

ANNUAL o n-Ga me  c o s *r
$200,000.00Residential and Commercial Education

Residential and Commercial Education On-Line
Audit (Software License)
Academic Education
Time-Of-Use Education

Total Residential & Commercial

$101,000.00
$50.000.00

$200,000.00
$551 ,000.00

2008 2009-2912

Total Program Budget $651,000 $551,000
Total Administrative and 0&M Cost Allocation $110,670 $33,060
Managerial & Clerical $90,749 $27,109
Travel & Direct Expenses $11,067 $3,306
Overhead $8,854 $2,645

Total Administrative Cost $110,670 $33,060

Total Marketing Allocation $32,550 $16,530
Internal Marketing Expense $16,275 $8,265
Subcontracted Marketing Expense $16,275 $8,265

Total Marketing Cost $32,550 $16,530
Total Direct Implementation $494,760 $490,390
Financial Incentives $494,760 $490,390
Support Activity Labor $0 $0
Hardware & Materials $0 $0

increase knowledge and awareness of TOU and demonstrate advantages to the customer for
shifting load to off-peak time periods.

Program Costs

Program budget shown in Table 3 includes labor from program development, reporting,
implementation, and campaign development. Budgets also include market delivery such as print
and radio campaigns, printing brochures, print advertising, web advertising, and seminars to
target groups.

Table 3. Program Costs (Budget)

Table 4 shows that 89% of the 2009 - 2012 total budget is allocated for training. The 2008
administrative budget reflects the cost of curriculum development, while EM&V activity remains
constant at 2% throughout the planning period. Appendix 2 provides addition details on the 2008
budget.

Table 4. 2008 Program Budget
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Rebate  Processing & Inspection $0 $0

Total Direct Installation Cost $494, 760 $490,390

To ta l EM&V Co s t Allo c a tio n $13,020 $119020
EM&V / Re se a rch Activlty $13,020 $11 020

Estimated Energy Savings

As an education, outreach and market transformation program there  is no calculation for energy
and demand savings. TEP is requesting approval to recover the  cost of the  program through
DSM but will cla im no energy or demand savings. However, TEP be lieves tha t this  program
directly impacts the  participation in, and thus savings from, its  other DSM programs.

P ro g ra m  Co s t Effe c tive n e s s

TEP is not proposing to track the  cost effectiveness of the  educational programs. Savings are
difficult if not impossible  to quantify and typica lly a re  not tracked in these  types of educational
programs. Again, however, TEP believes that the  cost effectiveness of its  other DSM programs is
impacted by the Education and Outreach Program.
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Appendix 1 - 2006 Annual Rate Data and TOU movement
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Budget Items Budget
Allocation
Rate (%)

Administrative
Man ag eria l an d  Cle rica l Lab o r $27,109
La bor - Cle rica l $1,355 5.00 0

ILa bor - P ro a m De s ign $1,355 5.000

O»La bor - P ro a m De ve lopme nt $1,355 5.0%
Labor - P rogram P lanning $4,066 1 5 .0 0 0

Labor - Program/Proj act Management $2,7l 1
Labor - S taff Management $2,711 10.0%
Labor - S ta ff Supervision $1,355 5.0%
Subcontractor Labor - Clerica l $1,355 5.000
Subcontractor Labor - P rogram Design $2,711 10.0%
Subcontractor Labor - Program Development $3,524 13.0%
Subcontractor Labor - Program Planning $1,355 5.0%
Subcontractor Labor - Program/Proj e t Management $3,253 12.0%
Subcontractor Labor - S ta ff Management $0 0.0%
Subcontractor Labor - S taff Supervision $0 0.0%

Trave l & Direc t Exp en s es $3,306
Conference Fees $331 10.000
Labor - Conference  Attendance $331 10.0%
Subcontractor - Conference Fees $66 2.0%
Subcontractor - Trave l - Airfa re $132 4.0%
Subcontractor - Travel - Lodging $66 2.0%
Subcontractor - Travel - Meals $66 2.0%
Subcontractor - Travel - Mileage $66 2.00 0

Subcontractor - Travel - Parking $66 2.0%
Subcontractor - Travel - Per Diem for Misc. Expenses $298 9.00 o

Subcontractor Labor - Conference Attendance $66 2.0%
Trave l - Airfa re $463 14.0%
Trave l - Lodging $331 10.0%
Trave l - Mea ls $165 5.0%
Trave l - Mileage $165 5.0%
Trave l - Pa rking $99 3.0%
Travel - Per Diem for Misc. Expenses $595 18.000

Overhead (General and Administrative) - Labor and Materials $2,645
Equipment - Communica tions $53 2.0%
Equipment - Computing $53 2.0%
Equipment - Document Reproduction $53 2.00 0
Equipment - Genera l Office $53 2.0%
Equipment - Transporta tion $53 2.00 0

Facilities - Lease/Rent Payment $0 0.00 0

Labor - Accounts Payable $26 1 .000

Labor - Accounts Rece ivable $26 1.000
Labor - Adminis tra tive $26 1 .000

Subtotal Managerial and Clerical Labor $27,109 100.0%

Travel & Direct Expenses $3,306 100.000

Ap p e n d ix 2 - P ro g ra m  Co s ts

2008 Program Cos ts  Details
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La bor - Communica tions $26 1.000
Labor - Contract Reporting $26 1.000

ILabor - Co orate Services $26 1 .0%

La bor - Fa cilitie s  Ma inte na nce $26 1.000
Labor - Informa tion Technology $26 1.000
Labor - Materia ls  Management $26 1.000
La bor - P rocure me nt $26 1 .0%

Labor - Regula te Re porting $1,058 40.0%

Labor - Shop Services $26 1 .0%

La bor .. Te le communica tions $26 1 .0%

Labor - Transporta tion Services $26 1.000
Office  Supplies $26 1 .0%

Postage $26 1 .0%

S ubcontra ctor - Equipme nt - Communica tions $0 0.0%

S ubcontra ctor - Equipme nt - Computing $0 0.000
S ubcontra ctor - Equipme nt - Docume nt Re production $0 0.0%

S ubcontra ctor - Equipme nt - Ge ne ra l Office $0 0.0%

S ubcontra ctor - Equipme nt - Tra ns porta tion $0 0.0%

S ubcontra ctor - Fa cilitie s Le a se /Re nt P a yme nt $0 0.0%

Subcontractor - Office  Supplies $0 0.000
Subcontractor - Postage $0 0.000
Subcontractor Labor - Accounts Payable $0 0.0%

Subcontractor Labor - Accounts Receivable $0 0.00 0

S ubcontra c tor La bor - Adminis tra tive $0 0.0%

S ubcontra ctor La bor - Automa te d S ys te ms $0 0.00 o
S ubcontra ctor La bor - Communica tions $0 0.0%

Subcontractor Labor - Contract Reporting $0 0.0° 0
•Subcontractor Labor - Co orate Services $0 0.0%

S ubcontra ctor La bor - Fa cilitie s  Ma inte na nce $0 0.0%

S ubcontra c tor La bor - Informa tion Te chnology $0 0.00 0

S ubcontra ctor La bor - Ma te ria ls  Ma na ge me nt $0 0.0%

S ubcontra ctor La bor - P rocure me nt $0 0.0%

Subcontractor Labor - Regula te Re porting $926 35.0%

Subcontractor Labor - Shop Services $0 0.0%

S ubcontra ctor La bor - Te le communica tions $0 0.0%

Subcontractor Labor - Transporta tion Services $0 0.00 0

Subtotal Overhead $2,645 100.000
Total Administrative Costs $33,060

IIMarketin Advertising Outreach
Internal Marketing Expense $8,265

Adve rtis e me nts  / Me dia  P romotions $2,066 25.0°o
Bill Inse rts $331 4.0%

Brochures $496 6.0%

Door Hangers $0 0.000

Labor .. Business Outreach 83413 5.00 0

La bor - Cus tome r Outre a ch $413 5.00 0

La bor - Cus tome r Re la tions $413 5.000
La bor - Ma rke ting $2,480 30.0° 0
P rint Adve rtis e me nts $1,240 15.000

$0 0.00 0La bor - Automa te d S ys te ms
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Subcontracted Marketing Expense $8,265

S ubcontra ctor - Bill Ins e rts $413 5.00 0

S ubcontra ctor - Brochure s $413 5.00 o

S ubcontra ctor - Door Ha nge rs $0 0.00 0

S ubcontra ctor - P rint Adve rtis e me nts $0 0.0%

S ubcontra ctor - Ra dio S pots $827 10.0%

S ubcontra ctor - Te le vis ion S pots $0 0.00 0

Subcontractor Labor - Business Outreach $413 5.000

S ubcontra ctor La bor - Cus tome r Outre a ch $413 5.0%

Subcontractor Labor - Customer Relations $413 5.00 0

S ubcontra c tor La bor - Ma rke ting $413 5.0%

Te le vis ion S pots $0 0.00 0

Website  Development $4,959 60.0%

Direct Implementation

Ac t ivity - La b o r $0
La bor - Curricu lum De ve lopme nt so 8.0%

La bor - Cus tome r Educa tion a nd Tra ining $0 40.0%

La bor - Cus tome r Equipme nt Te s ting a nd Dia gnos tics $0 0.0%

La bor - Fa c ilitie s  Audits $0 30.000

S ubcontra ctor La bor - Fa cilitie s  Audits $0

S ubcontra c tor La bor - Curriculum De ve lopme nt $0 5.00 0

S ubcontra ctor La bor - Cus tome r Educa tion a nd Tra ining $0 5.0%

S ubcontra ctor La bor - Cus tome r Equipme nt Te s ting a nd Dia gnos tics $0 2.0%

Subtotal Activity $0 100 .0%

Hardware and Materials - Installation and Other DI Activity $0
Audit Applica tions  a nd Loomis $0 8.0%

Dire c t Imple me nta tion  Lite ra ture $0 20.0° 0
Educa tion Ma te ria ls $0 20.0%

Ene rgy Me a s ure me nt Tools $0 10 .0%

Ins ta lla tion  Ha rdwa re $0 10.000

S ubcontra ctor - Dire ct Imple me nta tion Lite ra ture $0 4.0%

S ubcontra ctor - Educa tion Ma te ria ls $0 4.0° 0
S ubcontra ctor - Ene rgy Me a s ure me nt Tools $0 16.000

S ubcontra ctor - Ins ta lla tion Ha rdwa re $0 6.0° 0
S ubcontra ctor -Audit Applica tions  a nd Forms $0 2.00 0

Subtotal Hardware and Materials $0 100.000

Rebate Processing and Inspection - Labor and Materials $0

La bor - F ie ld  Ve rifica tion $0 10.000

La bor - Re ba te  P roce s s ing $0 0.0%

La bor - S ite  Ins pe ctions $0 10.0° o
Re ba te  Applica tions $0 0.00 0

S ubcontra ctor - Re ba te  Applica tions $0 10.000

S ubcontra c tor La bor - Fie ld  Ve rifica tion $0 20.0° 0
S ubcontra ctor La bor - Re ba te  P roce ss ing $0 30.000

S ubcontra ctor La bor - S ite  Ins pe ctions $0 20.0° 0

$413 IIRadio Spots 5.00 0

Subtotal Internal Marketing Spense $8,265 100 .0%

Subtotal SubcontractedMarketing Expense $8,265 100 .0%

TotalMarketing/A advertising/Outreach $16,530

Financial Incentives to Customers
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Eva lu a t io n , Me a s u re m e n t  a n d  Ve rific a t io n
EM&V Labor and Mate ria ls $11,028
Labor - EM&V $551 5.000

Materials - EM&V $551 5.00 0

Subcontractor Labor - EM&V $9,918 90.0° o

Subtotal EM&VActivily - Labor $11,020 100.000
EM&V Overhead 30
Benefits  - EM&V Labor $0 0.00 o
Overhead - EM&V $0 50.00 o

Subcontractor Overhead - EM&V $0 0.000

Subcontractor Travel - EM&V $0 0.00 0

Travel - EM&V $0 50.00 0

I$0 100.0%ISubtotal Rebate Processing and Inspection

Total Direct Implementation $490,390

Subtotal EM& V Overhead $0 100.0%

Total EM& V $11,020
Total Budget $551,000
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Direct Load Control P rogram

TEP  Dire c t Lo a d  Co n tro l P ro g ra m

P ro g ra m  Co n c e p t  a n d  De s c rip t io n
The  Dire ct Loa d Control ("DLC") P rogra m is  de s igne d to re duce  critica l pe a k de ma nd during spe cific short-
te nn pe a k hours . De ma nd re duction is  a ccomplishe d by se nding a  ra dio fre que ncy control s igna l through a
the rmosta t to tum off a ir conditioning equipment ("AC"). Once  AC opera tion has  been inte rrupted, the  cycling
time of AC equipment is  controlled using a  50% cycling stra tegy for a  maximum of four hours per occurrence  or
until the  critica l peak condition ends. DLC events a re  normally limited to less than 100 hours each year.

On TEP 's  system these  critica l peak conditions represent approximate ly 11% of the  required demand but only
0.1% of energy. This  indica tes a  very steep load dura tion curve  tha t presents  the  idea l conditions necessary to
take  advantage  of this  type  of Demand Response  ("DR") program. While  the  DLC P rogram does  not replace
the need for a ll peaking generation units it does provide TEP and their customers with a  viable  a lternative .

TEP is requesting to implement the  DLC Program and recover the  cost of the  program as a  part of the  DSM
Portfolio and the  DSM Adjustor Mechanism.

Ta r g e t  Ma r k e t
The target program segments most suited to a  DLC Program are  residentia l and small commercial, focusing on
single-family homes with a ir-conditioning and small commercia l establishments, including fast food and
convenience stores. This kind of program, targeting these customer segments, has been used with continued
success a t utilities across the  country including Xcel Energy, Florida  Power & Light, San Diego Gas & Electric,
ISO New England, and Public Service  New Mexico.

Cu rre n t  Ba s e lin e  Co n d it io n s
TEP has approximate ly 246,000 residentia l customers with centra l a ir conditioning (357,646 tota l a t 69%
satura tion of AC), and 35,000 small to large  commercia l customers with a ir conditioning and other loads that
could be  controlled through the  program. TEP has not conducted a  DR inventory or a  technica l potentia l study
of DR resources in its territory but intends to conduct a  baseline  study to gather this information in the  near
future . Funding for the  baseline  study will be  requested in a  separate  docket and is not part of this Program
Plan.

P ro g ra m  Elig ib ility
The  DLC Program will be  marke ted to a  ta rge ted group of customers in TEP 's se rvice  region. The  program will
be  offered to TEP 's residentia l customers with centra l a ir conditioning and to non-residentia l customers with
controllable  loads. All customers must rece ive  e lectric service  from Tucson Electric Power Co in order to
participa te  in this  program. TEP will not offe r the  DLC Program to schools, re tirement homes, hospita ls  or to
other customers who have the  need for stringent temperature  and/or humidity control.
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P ro g ra m  Ra tio n a le
The  economic jus tifica tion for ene rgy e fficiency (EE) is  diffe rent than the  economic jus tifica tion for DR. The
result of the  use  of EE in the  resource  plan and in practice  is  to reduce  the  variable  need for and cos t of energy
re s ource s . Ene rgy re s ource s  a re  ge ne ra lly va lue d in te rms  of cos t pe r kph, which re fle ct the  incre me nta l
opera ting cos ts  of e lectrica l genera tion, including variable  fue l cos ts  and variable  opera tions  and maintenance
("O&M") cos ts . The  additional benefits  of EE are  the  reduced losses  on transmiss ion and dis tribution wires  and
equipment (losses) and the reduced variable cos ts  of environmental mitigation.

In contras t to EE, DR is  dis tinguished largely by its  use  as  e lectrical capacity, for example as  reserve capacity to
ensure  re liability when contingencies  occur and when peak capacity periods  occur or as  reserve  capacity that is
used when the  price  per MW of DR is  the  lowes t cos t capacity option. DR used as  capacity resources  involves
avoided expenditures  for fixed cos t components  to de liver e lectricity to the  cus tomer. Tha t is , capita l cos ts  for
genera tion, transmiss ion, dis tribution, and environmenta l mitiga tion can be  avoided with use  of DR resources .
DR is  ma inly us ed to reduce  the  need for peak-load re s ource s , including peaking gene ra tion, trans mis s ion,
dis tribution, and environmenta l mitiga tion. The  poss ible  uses  of DR are  as  follows :

Reserve capacity to address resource adequacy requirements and planned outages,
Rese rve  capacity to addres s  contingencies , such as  unanticipa ted peaking needs  (e .g., from hea t
s torms), generation outages , transmission outages , dis tribution outages ,
Capacity to reduce economic cos ts , such as  cos ts  for market resources  during periods  of scarcity or
the use of expens ive utility-owned resources ,
Capacity during declared emergencies  when operating reserves  fall below WECC requirements ,
Capacity to meet anticipated new NERC/FERC reliability s tandards  (being adopted),
Capacity to reduce the need for incremental transmiss ion and dis tribution,
Capacity to reduce the  need for environmental mitigation,
Grid los s e s  from reduced need for capacity a t the  end-us e  including los s e s  on trans mis s ion and
dis tribution,
Reduced need to mee t ancilla ry s e rvices  requirements  as  a  result of DR tha t displaces  genera tion
placed on the  wholesale  grid,
Conges tion mitiga tion a t specific locations ,
Ramping capacity, to meet within-hour needs  for power to avoid crite ria  viola tions  (of grid opera ting
requirements)3
Energy cos ts  when DR is  made operational by reducing demand or by dispatching, and
Short term reduction of very high-priced energy needs .

Thus , the  va lue  of DR is  a  function of the  numbe r of us e s  tha t ca n be  ta ppe d a nd the  s pe cific ca pita l a nd
operating costs  avoided that otherwise are incurred to provide these services .

Program Objec tives
The objectives of the DLC Program are:

• Ins ta ll DLC on approximate ly 100,000 res identia l centra l ACs , and small- to mid-s ized commercia l
cus tomers  with controllable  loads  within the  next 10 years , with an average ins ta lla tion ra te  of 10,000
s ites  per year. TEP expects  tha t roughly 80% of program participants  will be  res identia l, while  20%
will be  commercia l,
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Establish communications protocols, select and install software packages and determine vendor services
desired for implementa tion of direct load control,
Gather marke t knowledge  of additiona l DR opportunities and applica tions for direct load control among
TEP's customer base through a  formal baseline study, and
Conduct a  process, operational, customer satisfaction, and impact analysis to detennine program
success.

TEP  may a lso choose  a  program deve loped in-house  for re s identia l and sma ll commercia l DR P rogram tha t
incorpora te s  DR control of AC e quipme nt in re s ide ntia l a nd s ma ll comme rcia l buildings . The re  ma y be
a dditiona l e quipme nt ha ving two-wa y ra dio control communica tions  tha t tie  to pos s ible  AMIUAMI sys te m
development, possible  inte rmittency management control needs for distributed genera tion PV systems insta lled
a s  a  re sult of TEP 's  Re ne wa ble  Ene rgy S ta nda rd & Ta riff progra ms, a nd time  shift control for future  plug-in
hybrid vehicle  charging sta tions,

P ro d u c ts  a n d  S e rvic e s  P ro vid e d

•

•

•

•

TEP  ha s  the  choice  to e ithe r contra ct with a  DLC ve ndor or provide  the  following functions  inte rna lly
a s  pa rt of a  DLC P rogra m:

Call Center works directly with the  Program manager,
Business information systems setup includes data  integrity, insta lla tion scheduling, customer care , and
service  tracking,
Ca ll scripting and tra ining,
Complete  program design, management, program reporting,
Prepare responses to frequently asked questions,
Qua lity reviews,
Load management system se tup including definition of control configura tion, program updates and
switch programming,
Control website  se tup and tra ining,
System security setup,
Redundant setup of a ll systems,
Server setup,
Proactive and predictive replacement of any equipment, and
Tra ining for events.

•

•

•

•

•

•

Each customer will receive  a  new thermosta t after signing a  customer participation agreement. Sample
participa tion agreement is  included in Appendix 1.

Delivery Strategy and Administration

TEP may manage this program with in-house personnel but may also choose to contract with a  vendor or
implementa tion contractor. TEP may solicit a  qua lified vendor for de livery of load control devices, control
e quipme nt a nd sys te ms, a nd re la te d se rvice s . TEP  will (1) purcha se  a ll e quipme nt a nd softwa re , (2)
ide ntify cus tome rs , (3) provide  ma rke ting a nd s upport pa ging s ys te ms , loa d ma na ge me nt s ys te ms ,
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control ope ra tions , re porting functions , ma inte na nce , a nd ca ll ce nte r functions . In-hous e  ope ra tion
provide s  a dditiona l opportunitie s  to include  two-wa y ra dio control connnunica tions  tha t tie  to poss ible
AMR/AMI system development, possible  intennittency management control needs for distributed genera tion
PV systems insta lled as a  result of TEP 's Renewable  Energy S tandard & Tariff programs, and time shift control
for future  plug-in hybrid vehicle  charging sta tions.

TEP will insta ll communica ting thermosta ts in customer homes and small commercia l facilities. Participants
will be  required to agree  tha t TEP may insta ll equipment on the ir property for the  express purpose  of a llowing
TEP to limit e lectricity usage on their e lectrica l equipment during specified times, not to exceed 100 hours per
year or four hours during any one event.

Participant must agree  to remain a  participant in the  DLC Program for a  minimum of one  year. Participant will
have the  right a t any time to over-ride  a  specific remote  se tting override  (maximum of one override  per day) by
making a  manual adjustment a t the  thennosta t. TEP believes this override  protocol will enhance  the  program
and benefit the  customer with more choice .

Participant must agree  to remain a  participant in the  DLC Program for a  minimum of one  year. Participant will
have  the  right a t any time to over-ride  a  specific control event by notifying TEP in writing or by te lephone .
Participant will have  the  right a t any time afte r the  first year to te rmina te  the  service  by notifying TEP in writing
or by te lephone. The  program implementa tion plan is  included in Appendix 2.

Marketing and Communications

Program marke ting will be  conducted by TEP sta ff and will consist of the  following marke ting activities  and
processes :

An integrated multi-media  marketing stra tegy targeting residentia l and commercia l segments,
Positioning research and develop messaging plans for various channels: print, radio, web/ on-line , and
events participation,
Multiple  versions of direct mail colla te ra l, bill inserts , and brochures,
Training and scripts for TEP 's ca ll centers and periodic updates according to marketing campaigns,
Web enrollment process and online experience,
Marketing campaigns for small and medium commercia l customers,
TEP bill inserts, PR group, employee communications, and cross selling plans a t call center
Marketing enrollment campaigns based on market specific customer feedback and survey results,
Delivery with other TEP DSM programs, such as the  Guaranteed Homes, Low Income Weatheriza tion,
Residentia l HVAC, Exis ting C&I, Small Commercia l and Efficient Commercia l Building Design programs,
a nd
Promotion of the program as a  strategy to be presented under the Energy Education and Outreach program.

•

•

P ro g ra m  Im p le m e n ta t io n  S c h e d u le

TEP intends to begin implementation of the  DLC Program in the  thirst quarter of 2009. This goal requires that an
equipment and service  provider be  se lected by the  fourth quarter of 2008. Equipment must be  ordered by early
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Pro g ram Activitie s 2007 2008 2009
Submit P rogram to ACC for approval <\

New program approval (estimated)
Select DLC product vendor

.

Program Marketing and Communica tions
- o n•

DLC equipment ins ta lla tion and initia liza tion
3

§

DLC pilot control pe riod
Program process and impact evaluation
Program redesign as needed ka

in the  fourth quarter of 2008, equipment insta lla tions beginning in the  second quarter 2009, and system
insta lla tions comple ted prior to the  summer cooling season. TEP will begin program planning by the  second
quarter of 2008 in order to identify candidate  equipment and service  providers, prepare  RFPs and solicit bids for
products and services, and se lect a  provider. Table  l presents and overview of the  delivery schedule  and
subsequent evaluation and program re-design activities.

Ta b le  1. Dire c t  Lo a d  Co n tro l P ro g ra m  Im p le m e n ta t io n  S c h e d u le

Mo n ito r in g  a n d  Eva lu a t io n  P la n

The Measurement, Evaluation and Research ("MER")stra tegy will include  the  following fea tures :

• TEP will adopt an evaluation stra tegy that calls for integrated data  collection, measurement and
evaluation. The integrated evaluation method has the  benefit of collecting evaluation-re la ted data  a t the
time of implementation ra ther than a t some time after the  fact thereby minimizing data  collection costs
and recall and other data  search problems. The integrated evaluation approach requires the
implementation team to collect data  and conduct prob et tracking and data  management that will support
eva lua tion. This method will provide  TEP with the  distinct advantage  of having rea l-time or near rea l-
time feedback on program progress and enable program management to adjust or correct the program so
as to be more effective, provide a  higher level of service, and be more cost beneficial.

TEP will hire  an independent third party measurement, evaluation and research (MER) contractor a t the
beginning of the  program who will provide  ongoing da ta  collection, eva lua tion research, and reporting
on program activities . The  MER contractor will work close ly with TEP  and the  implementa tion
contractor to ensure  that the  necessary data  is collected for monitoring and evaluation activities.

• The MER contractor will conduct impact and process evaluations of the  program on a  yearly basis in
order to:

o
o
o
O
o
o

determine energy and demand savings attributable to the program,
assess the cost-effectiveness of the program,
gauge customer and trade partner response to and satisfaction with the program,
assess program functional efficiency,
identify ways to improve the  program and program cost-effectiveness, and
determine the  degree  to which the  program is transforming the  market for high- efficiency
HVAC equipment, quality insta lla tion techniques and diagnostic, test and repair methods.
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Total Program Budget $3,970,508

Total Administrative Cost Allocation

Ma na ge ria l & Cle rica l $444,696

Tra ve l & Dire c t Expe ns e s $66,704

Ove rhe a d $44,470

Total Administrative Cost $555,870

Total Marketing Allocation
Inte rna l Marke ting Expense $158,820

Subcontracted Marketing Expense $158,820

Total Marketing Cost $317,640

Total Direct Implementation
Insta lla tion Equipment and Labor $2,821,437

S upport Ac tivity La bor $90,527

Hardware  & Ma te ria ls $15,088

Re ba te  P roce s s ing & Ins pe ction $90,527

Total Direet Installat ion Cost 83, 017.580

Total EM&V Cost Allocation
EM&V Ac tiv ity $75,440

EM&V Overhead $3,971

Tota lEM& V Cos t $79,410

Ye a r 2008 2009 2010 2011 2012

Tota l budge t $3,970,500 $3,337,190 $3,560,905 $3,787,625 $4,017,437
Insta lla tion Equipment and Labor $2,821,437 $2,371,407 $2,530,379 $2,691,486 82,854,791

Administra tive  Costs $1,149,063 $965,783 $1,030,526 $1,096,139 $1,162,646
Ins ta lla tion a s  0 0 of budge t 7100 7100 7100 7100 7100

To ta l P ro g ra m  Co s ts

The 2008 program year budget of approximate ly $3,975,000 will be  a llocated approximate ly as shown in Table
2, while  Table  3 provides the  expected program budgets through 2012. Appendix 3 provides addition deta ils on
the 2008 program year budget.

Ta b le  2. 2008 Effic ie n t  Co m m e rc ia l Bu ild in g  De s ig n  P ro g ra m  Bu d g e t

Table 3. 2008 - 2012 Program Budget

Estimated Energy Savings
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Ye a r 2008 2009 2010 2811 2012
Thermosta ts  participa ting 10,000 20,000 30,000 40,000 50,000
Annual Incrementa l Demand Reduction (MW) 26.9 26.9 26.9 27.3 26.6
Annua l Incrementa l Change  in Energy (Mwh) 908 702 652 980 2,176
Cumula tive  Non-Coincident Demand Reduction (MW) 26.9 53.9 80.8 108.1 134.7
Cumula tive  Coincident Demand Reduction (MW) 26.9 53.9 80.8 108.1 134.7
Cumula tive  Change  in Ene rgy (Mwh) 908 1,610 2,263 3,243 5,419

Water Savings 2,180,869 Gallons
SOx 10,425 Lbs
NOt 17,316 Lbs
CON 9,107,308 Lbs

The type  of construction for residentia l and commercia l customers participa ting in the  DLC Program will impact
the  temperature  rise  that occurs during a  control event. The size  of equipment insta lled in residentia l and
commercia l s tructures  will impact the  approxima te  kW reduction with each the rmosta t. The  initia l 50%
cycling stra tegy combined with these  two factors will de te rmine  the  tota l kW reduction possible  during control
events. Cycling stra tegies may be  modified in older buildings to prevent an unreasonable  temperature  rise
during a  control event, but this will be  determined on a  case-by-case  basis. Note  tha t yie lds from DLC systems
are  highly weather dependant, however, on extreme heat days the  probability that a ll systems participating in the
program will be  operating, and thus available  to respond to a  DLC event and provide the  targeted reduction, is
very high. Using the  best information currently available  for the  Tucson market, it is  estimated tha t the  average
impact for each thermosta t a t these  extreme conditions will be  approximate ly 2.5 kw. This is  the  average
expected load reduction for the  combined tota l of residentia l and small or la rge  commercia l DLC insta lla tions.
Coincident and non-coincident demand reductions are  considered to be constant for this demand response
program.

In order to assure  that the  program realizes its demand reduction potentia l, TEP will se lect a  product and service
vendor with advanced control technology and software .

TEP expects to enroll 10,000 customers annually in the  program, with a  target participation of 100,000
customers by 2017. The tota l annual participa tion goals and demand and energy savings for the  2008 - 2012
planning horizon are  presented in Table  4.

Table 4. Direct Load Control Program Annual Energy Savings

In addition to the  savings shown above, it is  estimated tha t the  program will produce  the  additional benefits from
2008 - 2012 presented in Table  5.

Table 5. Projected Environmental Benefits, 2008 - 2012

P ro g ra m  Co s t Effe c tive n e s s

The Tables below provide a  summary of the  estimated benefit/cost ra tios of the  program activities for the  2008
2012 planning time frame. This includes the  present values over 20 years for the  benefits and costs for
approximate ly 50,000 load control thermosta ts through 2012, including a  plamied replacement of 4% of
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5.8% Societal Discount
Rate

8.5% Cost at' Capital
Diseuunt Rate

Cast Effectiveness Tesirs RIM TRC KIM TR C
IP V of P ro a m Be ne fits $28,448,371 $28,448,371 $26,104,199 $26,104,199

PV of Program Costs $21,883,362 $18,673,657 $23,731,090 $18,673,657
Benefit Cost Ra tio 1.3 1.5 1.1 1.3

thermosta ts annually due  to fa ilures or customer opt-out. Table  6 provides the  benefit costs using a  socie ta l
discount ra te  of 5.0%, and the present values of costs and benefits using the utility cost of capita l discount ra te
of 8.5%. Additiona l de ta il is  presented in Appendix 4.

Table 6. Benefit - Cost Test Scenarios, 2008 - 2012
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Append ix 1 - DLC Pa rtic ipa tion  Agreemen t

DRAFT

PARTICIPATION AGREEMENT

THIS PARTICIPATION AGREEMENT is hereby entered into as the day of
200 by and between Tucson Electric Power Company, ("TEP") and
("Participant"). By signing below, Participant agrees to participate in the TEP Direct Load
Control Program (the "Program") in accordance with the express terms of the Program
and the terms and conditions set forth below.

1. To facilitate Participant's participation in the Program, TEP will provide and install a
specially designed programmable thermostat (the Equipment") at Participant's
designated premises (the Premises"). Such installed Equipment will enable TEP to
limit Participant's electricity usage during specified times, not to exceed 100 hours per
year or four hours during any one day, as specifically provided in the Program.
Participant agrees to remain in the TEP DLC Program for a minimum of one year after
the date of this agreement.

2. TEP (or its subcontractors) will install the Equipment by attaching it to the central A/C
unit serving the Premises. The Participant must be present at the Premises during
installation of the Equipment. TEP will schedule a mutually convenient installation time
with the Participant.

3. Following installation of the Equipment, TEP, in its discretion, will periodically inspect
and, if necessary, repair and/or replace defective Equipment, at no cost to Participant.
Provided, if at any time while the Equipment is on the Premises, TEP reasonably
determines that the Equipment requires repair or replacement as a result of damage
caused by Customer's misuse, negligence, or abuse of the Equipment, TEP will
perform such repair or replacement and the Participant will be responsible for the
costs thereof (including parts and labor). Except as otherwise expressly provided
herein, Participant is not responsible for the installation, maintenance, repair, or
removal of the Equipment.

The Equipment is and at all times shall remain the property of TEP and Participant
shall have no rights therein. None of the Equipment shall become a fixture to the
Premises.

5. Participant agrees to provide TEP with adequate access to the Premises to enable
TEP to install, inspect, repair and/or remove the Equipment from the Premises, all as
set forth herein.

4.
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6. TEP shall have no responsibility for the Premises or any Participant equipment,
including the condition or repair thereof. Participant is responsible for the repair and
maintenance of the Premises and all Participant equipment and all costs associated
therewith.

7. PARTICIPANT ACKNOWLEDGES THE EQUIPMENT CONTROLS ELECTRICITY,
WHICH IS DANGEROUS. PARTICIPANT AGREES THAT NEITHER PARTICIPANT
NOR ANY OTHER PERSON (EXCEPT TEP'S AUTHORIZED PERSONNEL) WILL
OPEN, TAMPER WITH, SERVICE, MAKE ANY ALTERATIONS To, OR REMOVE
ANY EQUIPMENT FROM ITS POINT OF INITIAL INSTALLATION, WITHOUT TEP'S
PRIOR WRITTEN CONSENT. Participant shall notify TEP if Participant intends to sells
the Premises or to otherwise disconnect the Equipment. Any conduct in violation of
this Section 7 shall be considered a material breach of this Agreement.

8. Participant acknowledges and agrees that TEP may monitor electricity usage data
electronically from time to time and may disclose such information in the aggregate, if
necessary, in accordance with the Program and to otherwise satisfy legal
requirements.

9. Participant shall have the right, at any time, to terminate its participation in the
Program by notifying TEP in writing 30-days prior to termination. In the event
Participant elects to terminate such participation, Participant must allow TEP access to
the Premises to remove the Equipment as soon as practicable.

10.TEP shall have the right, at any time after providing 30-day advance written
notification, to terminate agreement with any participant. In the event that TEP elects
to terminate such participation, Participant must allow TEP access to the Premises to
remove the Equipment as soon as practicable.

11.The Participant agrees that TEP will not be liable for any failure or interruption of
power resulting from the use of the Equipment or application of the Program. IN NO
EVENT SHALL TEP BE LIABLE TO THE PARTICIPANT FOR ANY SPECIAL,
INDIRECT, INCIDENTAL PUNITIVE OR CONSEQUENTIAL DAMAGES OF ANY

'SKIND STEMMING FROM TEP PERFORMANCE OF THIS AGREEMENT OR
APPLICATION OF THE PROGRAM, INCLUDING WITHOUT LIMITATION, LOSS OF
PROFITS, HOWEVER CAUSED AND ON ANY THEORY OF LIABILITY, WHETHER
IN AN ACTION FOR CONTRACT, STRICT LIABILITY OR TORT (INCLUDING
NEGLIGENCE) OR OTHERWISE, WHETHER OR NOT TEP HAS BEEN ADVISED
OF THE POSSIBILITY OF SUCH DAMAGE AND NOTWITHSTANDING THE
FAILURE OF ESSENTIAL PURPOSE OF ANY REMEDY.

12.TEP DOES NOT GUARANTEE OR WARRANT THAT THE EQUIPMENT OR
PROGRAM WILL ENSURE SYSTEM RELIABILITY OR THE CONTINUOUS
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DELIVERY OF POWER. OTHER THAN THE WARRANTIES AND
REPRESENTATIONS EXPRESSLY SET FORTH IN THIS AGREEMENT, THE
PARTIES HEREBY DISCLAIM ALL REPRESENTATIONS AND WARRANTIES. THE
PROGRAM AND EQUIPMENT ARE PROVIDED "As IS." YOU UNDERSTAND AND
ACKNOWLEDGE THAT TEP MAKES NO REPRESENTATIONS OR WARRANTIES
ABOUT THE EQUIPMENT OR PROGRAM, WHICH ARE BOTH PROVIDED
WITHOUT WARRANTY OF ANY KIND, INCLUDING, WITHOUT LIMITATION, ALL
IMPLIED WARRANTIES AND CONDITIONS OF MERCHANTABILITY, FITNESS FOR
A PARTICULAR PURPOSE, TITLE, AND NON-INFRINGEMENT. ALL WARRANTIES
ARE DISCLAIMED BY TEP TO THE FULLEST EXTENT OF THE LAW.

13.Participant agrees to hold harmless, defend, and indemnify TEP, its subsidiaries,
affiliates, officers, agents, and employees from and against any and all losses, actions,
proceedings, demands, suits or other disputes, claims, damages, liens, or liabilities,
costs, expenses, penalties, assessments, and judgments (including reasonable
attorneys' fees and interest) incurred in connection with, arising out of, resulting from
or incident to Participant's improper use of the Equipment or the Program.

14. TEP shall not be responsible for damages or delays in performance of this Agreement
caused by Acts of God, acts and/or omissions of federal, state and local governmental
authorities and regulatory agencies or other events that are beyond the reasonable
control of TEP that could not have been reasonably foreseen or prevented and the
obligations of TEP under this Agreement shall be suspended by the occurrence of
such unforeseen event for the duration of the event.

15.This Agreement constitutes the entire agreement between the Participant and TEP
with respect to the subject matter hereof and supersedes any prior understanding
intentions, representations, or agreements, oral or written, with respect thereto. This
Agreement may not be modified or supplemented except by written instrument signed
by the parties hereto.

16.This Agreement and its validity, interpretation, performance, and enforcement shall be
governed by the laws of the State of Arizona, without regard to any conflicts of law
provision that would cause the application of the laws of any jurisdiction other than .the
State of Arizona. Jurisdiction and venue in any action arising hereunder shall be in a
court of competent subject matter jurisdiction located in Pima County, Arizona.

17.Those provisions of this Agreement regarding indemnification, warranty, and
limitations of liability shall survive the termination of this Agreement.

18. No waiver of any default of any provision herein shall be deemed a waiver of any other
default thereof or of any other provision herein. The failure of either party to enforce at
any time any of the provisions of this Agreement shall not be deemed to be a waiver of
the right of either party thereafter to enforce any such provisions.
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19. If any part of this Agreement is finally adjudicated to be void and/or unenforceable,
such part shall be deemed severed from this Agreement which shall otherwise remain
in full force and effect.

20.This Agreement and the rights, duties, and obligations hereunder may not be assigned
or delegated by Participant without the prior written consent of TEP. Any purported
assignment or transfer made in violation of this section shall be deemed null and void,
and shall be of no effect. TEP may assign or delegate any of its rights or obligations
under this Agreement in its sole discretion.

21 .All notices under this Agreement shall be in writing and shall be given to the parties
hereto by personal service, or by certified or registered United States mail, return
receipt requested, or by receipted confirmed facsimile, or by e-mail with electronic
confirmation or by recognized overnight courier service, to the individuals at the
addresses set forth below. Any notice shall be deemed given: (i) upon delivery if
delivered in person, (ii) upon the date of receipt if sent by United States mail, (iii) upon
receipt of confirmation if sent by facsimile, (iv) upon delivery if delivered by commercial
courier service, or (v) upon receipt if delivered by e-mail with electronic confirmation.

[addresses]

22.TEP performs under this Agreement as an independent contractor. Nothing in this
Agreement is intended to create a partnership, joint venture, or agency relationship
between TEP and Participant.

IN WITNESS WHEREOF, TEP and Participant have duly executed this Agreement
through their authorized agents effective as of the date hereof.

TUCSON ELECTRIC POWER COMPANY

By:
Name:
Title:

PARTICIPANT

By:
Name:
Title:
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TEP identifies
potential DLC
candidates from
residential and
small
commercial
customers

TEP selects
equipment,

software and
vendor

TEP promotes
program to
potential
candidates

Customer signs
participation
agreement

TEP schedules
thermostat
installation

TEP installs
equipment

TEP initiates
control during
strategic peak
load conditions.

TEP conducts
evaluation and
measurement
analysis.

TEP modifies
as necessary.

Append ix 2 - Imp lemen ta tion  P lan

Direc t Load  Con tro l P rog ram

- > > >

TEP in areas above may be TEP or an approved contractor selected by TEP

i

l
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Utility labor Costs FTE Annual loaded Cost
Engineering 1.50 $120,000 $180,000
Marketing 1.25 $100,000 $125,000
Admin 1.50 $100,000 $150,000
Marketing delivery $180,000

$635,000

contract support - % of utility labor) 0.50
contract support cost $317,500

Ongoing FTE or unit Annual loaded Annual Cost
Engineering 0.50 $120,000 $60,000
Utili admin 0.50 $100,000 $50,000
Utility marketing 0.50 $90,000 $45,000
Marketing delivery $60,000
Page system #1 (per month $750 12 $9,000
Page system #2 (per month) $750 12 $9,000

$173,000

drop out rate 4%
inflation 3%

Calender Year 2008 2009 2010 2011 2012
Program Year 1 2 3 4 5

Annual New Participants 10,000 10,000 10,000 10,000 10,000
Annual Cost for New Installations DLC (Equip ad Labor $3,000,000 $3,090,000 $3,182,700 $3,278,181 $3,376,526
Total Participants 10,000 20,000 30,000 40,000 50,000
Annual Replacements 400 800 1,200
Annual Cost for Replacing DLC (Equip ad Labor) $0 $123,600 $247,200 $370,800
Incentives $0 $0 $0 $0 $0
Engineering labor $180,000 $63,654 $65,564 $67,531 $69,556
Marketing labor $125,000 $47,741 $49,173 $50,648 $52,167
Admin labor $150,000 $53,045 $54,636 $56,275 $57,964
Marketing derive $180,000 $63,654 $65,564 $67,531 $69,556
Outside support labor (year 1) $317,500
Page system #1 (per month $9,000 $9,548 $9,835 $10,130 $10,433
Page system #2 (per month $9,000 $9,548 $9,835 $10,130 $10,433
Other DLC vendor costs (license, etc)
Annual Total $3,970,500 $3,337,190 $3,560,905 $3,787,625 $4,017,437

Appe ndix 3 - P rogra m Cos ts

2008 Program Cos ts  Deta ils

Startup

Total utility

Outside support labor (year 1)

Onqoinq

Total ongoing
Factors

Cash flow

Annual Equipment and direct installation labor
Annual admin, marketing, and engineering

$3,000,000
$970,500

$0

$3,090,000
$247, 190

$0

$3,306,300
$254,605

$0

$3,525,381
$262,244

$0

$3,747,326
$270,111

$0

Total Administrative and O&M Cost Allocation
Total Marketing Allocation
Total Direct Implementation
Total EM&V Cost Allocation
Total Cost

Res Com
$1,033,616 $826,893 $206,723 0.05535158

$771,033 $616,826 $154,207 0.04128988
$16,669,007 $13,335,206 $3,333,801 0.89264826

$200,000 $160,000 $40,000 0.01071027
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Direct Load Control P rogram

Year 2008 2009 2010 2011 2012 Total Cost

Total budget $3,9705500 $3,337_190 33,560,905 $3,787,625 $4,0I7,437 $18,673,657

Equipment Installation and Labor $2,82I,437 $2,37 L407 $2,530,379 $2,691 .486 $2.854,79l $ l 3,269,50 I

Admininstralive Costs $1 ,149,063 $965,783 51,030,526 $ l _0)6_l 39 $1,162,646 $5,404,I 56

Equipment Installation and Labor as % of budget 7l% 7 l % '7l% '71% 7l%

Admin to incentives 4 l% 4l% 41% 4l°/< 41%

Non-coincident peak (kW) 26,936 26,936 26,936 27.022 26,936 134.768

Coincidentpeak (kW) 26,936 26,936 26,936 27,022 26,936 134,768

Energy Savings (kph) 907.989 804,988 754,219 810.672 l ,083,869 4,361,738

Societal Benefits $5,440,427 ss,8l7,624 86,2226666 $5,304,522 55,663,132 528,448.37 l

Societal Costs $3.970.500 $3,337,190 $3,560,905 $3,787,625 $4,017,437 $18,673,657

Net Benefits $1,469,927 $2,480,435 52,661,760 $l,516,898 $I.645,695 $9_774,714

sociewsenests .. IP $5,037,321 $5,048,157 55,0947786 "$5,283_378 551640,558 $26,104,199

Society=€osts $3,970,500 _ss,337,19<1 $3~,s60,905 s3:7814625 54,017,437 $184673-6§8

Net Benefits es l _066,82 l $1,710,967 84,533,880 Sl ,495.753 $1,623,121 $7430, s42

Appendix 4 - Program Benefits

An IP Discount Rate
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Low-Income  Wea the riza tion  P rogram

TEP Low-Income  Wea the riza tion  P rog ram

P ro g ra m  Co n c e p t  a n d  De s c rip t io n

TEP recognizes tha t many low-income customers live  in older homes built when energy prices were  low
and energy efficient construction methods were  not recognized. Many of these  homes require  significant
repair to improve the  livability of the  structure  and to incorpora te  some level of energy efficiency. The
primary goa l of the  Low-Income Weatheriza tion ("LIW") P rogram is  to provide  financia l assistance  to
eligible  customers for measures that improve comfort and reduce overall energy consumption. S teps taken
through this program will reduce  e lectric and gas bills  and provide  e ligible  customers with more
disposable income for other needs.

The LIW Program is fuel neutra l in tha t weatheriza tion measures approved for the  homes will result in a
reduction of both e lectric and gas consumption. Many homes in this program have evaporative  cooling
and gas space heating, therefore, the program is not expected to significantly reduce TEP's summer peak
load. The  main benefits  of the  program will be  the  reduction of gas and e lectric hea ting bills  for low-
income customers.

Target Market

Promotion of the  LIW Program is  currently conducted by the  Tucson Urban League  ("TUL") and P ima
County Community Services ("PCCS"). In 2006 TEP provided up to $45,000.00 per year to PCCS and up
to $135,000.00 to TUL. The amount contributed to each agency is proportioned to the  number of low-
income homes within the jurisdiction of each agency. Both agencies have requested an increase in
funding levels in 2007 and for a ll subsequent years. TEP has incorporated an increase in spending for
both agencies as part of this request for program approval.

The target housing market is composed of a ll existing single  family homes and mobile  homes that receive
electric service  from TEP, where household income meets the  guidelines established by the Arizona
Department of Energy Weatheriza tion. All participants must have household income levels a t or below
150% of the  poverty leve l. Eligible  customers who are  not a lready on the  TEP 's Life line  P ricing P lan will
be  encouraged to participate  in the  Life line  Program.

Cu rre n t  Ba s e lin e  Co n d it io n s

Customers who meet the  income guidelines established by the  Arizona Department of Energy
Weatheriza tion predominate ly live  in housing projects ne ighboring downtown, and branching toward the
south and the southwest.

The most common type of construction found is concrete  block, adobe, or slump-block, slab-on-grade,
te rritoria l s tyle  homes with single  glass, hollow-core  doors, minimal ce iling insula tion and no wall
insula tion or old style , poorly insula ted mobile  homes. Caulking and weather-stripping as well as hea ting,
cooling and water heating equipment will be  severe ly degraded. Many homes will not meet even
minimum code requirements for e lectrica l, mechanica l, or plumbing.

1



Low-Income  Wea the riza tion  P rogram

P ro g ra m  Elig ib ility

A11 exis ting s ingle family homes that receive electric service from TEP, with household income at or
below the  guidelines  es tablished by the  Arizona Department of Energy Weatheriza tion will be  e ligible  for
participation. All participants  mus t have household income levels  a t or below 150% of the  poverty level.

TUL, PCCS and other participating agencies  will determine the  cus tomer priority based on a  number of
factors  including but not limited to:

No hea t (winte r) or no cooling (summer),

Elderly and minor children,

Physical handicap or illness , and

Number of people  in household.

Some agencies  also conduct work related to Emergency Home Repair as  funding is  available. These
homes may not necessarily require weatherization measures , but TEP believes  they present additional
opportunities  for agencies  to include some basic and quick ins tallations  of energy saving measures .
UNSG will reques t ins ta lla tion of low-flow shower heads , faucet aera tors , CFL's  and hot water heater
blankets , if necessary, when agencies  complete  Emergency Home Repair work. UNSG believes  that
these additions  during an Emergency Home Repair vis it add value to each customer and bols ter energy
and demand reductions .

P ro g ra m  Ra tio n a le

State, local and Federal handing for ass is tance to low-income customers  falls  far short of the need that
currently exis ts . Available  funding a lso limits  the  amount of dollar benefit per household, the  type  of
work it is  used for and the  dollars  a llowed for program implementation and adminis tra tion. Agencies  a lso
are limited on the number of homes they can weatherize each year because of a shortage of skilled labor
to complete  the  necessary work, funding to add skilled labor, and the  ability to find outs ide contractors  to
complete  the  work.

TEP's  funding allows agencies  to leverage other funds  and complete  additional home repair, equipment
repair or replacement, and nominal weatherization s teps  that impact energy consumption. Some items
authorized in the  TEP LIW Program may not qua lify for other funding. TEP will a lso a llow a  higher
percentage of the  dollars  provided in the  LIW to be  used for labor, adminis tra tion and implementation
than the percentage allowed from other funding sources . As a result, agencies  are better able to leverage
dollars  from all sources  to complete  more thorough repair or renovation on each home.

Program Objectives

Allow agencies  to collect up to 20% of the  tota l job cos t for Program Adminis tra tion,

• Increase funding from $2,000 per res idence to $3,000.00 per res idence for weatherization,
equipment repair, e tc. for low-income cus tomers  or homes  requiring emergency home repair for

2
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low-income customers within the  TEP service  area . Agencies may request a  waiver of the
$3,000.00 limitation on a  case-by-case basis,

Increase the number of homes weatherizes or the extent of repair completed at each home,

Lower the  average  household energy consumption for low-income customers, and

Improve  the  qua lity of life  for low-income customers.

P ro d u c ts  a n d  S e rvic e s  P ro vid e d

A list of measures has been analyzed to detennine energy and demand impact and is included as the
measure  level energy savings analysis in Appendix 2. This list of measures will be  provided to the
agencies. Agency representa tives will de termine  from an audit or on-site  analysis of the  building, which
items should be installed in each home.

TUL and PCCS also will conduct work re la ted to Emergency Home Repair. These  homes may not
necessarily require  weatherization measures, but TEP believes they present additional opportunities for
agencies to include some basic and quick installa tions of energy saving measures such as low-flow
shower heads, faucet aera tors CFL's and water heater blankets, with little  or no labor costs involved. TEP
and agencies agree that these additions during an Emergency Home Repair visit add value to each
customer and bolster energy and demand reductions.

The list of measures that participating agencies are  a llowed to complete  with TEP funding may a lso
include  work where  there  is  no quantifiable  energy or demand savings but instead will he lp sa tisfy health
and safety concerns.

Delivery Strategy and Administration

•

•

•

Promotion of the  LIW Program will occur through TUL and PCCS.

Funding will be  provided to TUL and PCCS from TEP upon documenta tion of work comple ted.

TUL and P CCS  will de te rmine  pa rticipant e ligibility and priority and will comple te  a ll work.

• TUL and PCCS will provide  program administra tion, planning, coordina tion, labor, materia ls ,
equipment and entering results into tracking software .

• The Company and participating agencies will work together to determine data  collection, da ta
input, reporting requirements and development of reporting tools.

Ma rke t in g  a n d  Co m m u n ic a t io n s

Due to the  popularity of the  program, DSM revenues are  not a llocated for advertising and promotion.
When appropria te , TEP employees will continue to inform customers about the  program during speaking
engagements and outreach presentations. TEP does provide a page on its Web site  that directs interested
parties to ca ll the  TUL or PCCS. The  rest of the  program promotion will occur through the  TUL and
PCCS.
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Program Activities 2007 2008 2009
Continue  ongoing LIW Program
New program pre-approval submit
New program approval (estimated)
Meetings/Notifica tions to Agencies
Implementa tion by Agencies
Process evaluation
Savings verifica tion

as neededcProgram redesi

TUL and PCCS promote  the  LIW Program during presenta tions to community organizations, leave
information a t neighborhood community and recreation centers, and respond to calls directed from TEP.

P ro g ra m  Im p le m e n ta t io n  S c h e d u le

TEP intends to continue  the  existing LIW Program until the  implementa tion of any new program
elements. This will provide  time to transition agencies to new program e lements following approval by
ACC.

Table 1 shows the estimated timeline for key program activities by quarter.

Table  1. Program Implemen tation  Schedu le

Mo n ito r in g  a n d  Eva lu a t io n  P la n

Since its inception in 1993, The LIVV Program has generated no claims from TEP of energy or demand
savings because individual measures were  not tracked. Development of the  new program, however, will
include calcula tions for energy and demand savings and therefore  work completed a t each location will be
tracked. TEP plans to pursue development of an on-line process agencies can use to provide information
of each measure installed with appropriate  address, dates, and other information.

TEP  will a dopt a  s tra te gy tha t ca lls  for inte gra te d da ta  colle ction tha t is  de s igne d to provide  a
qua lity da ta  re s ource  for progra m tra cking, ma na ge me nt a nd e va lua tion. This  a pproa ch will
e nta il the  following prima ry a ctivitie s  :

Da ta b a s e  m a n a g e m e n t - As  pa rt of progra m ope ra tion, TEP  or a n a pprove d contra ctor
will colle ct the  ne ce s sa ry da ta  e le me nts  to popula te  the  tra cking da ta ba se  a nd provide
pe riodic  re porting.

In te g ra te d  im p le m e n ta t io n  d a ta  c o lle c t io n - TEP  will work with  the  im ple m e nta tion
contra ctor to e s ta blish sys te ms  to colle ct the  da ta  ne e de d to support e ffe ctive  progra m
ma na ge me nt a nd e va lua tion through the  imple me nta tion a nd cus tome r a pplica tion
proce s s e s . The  da ta ba s e  tra cking s ys te m will be  inte gra te d with imple me nta tion da ta
colle ction proce s se s .

F ie ld  ve rific a t io n - TEP  or a n a pprove d contra ctor will conduct He ld ve rifica tion of the
ins ta lla tion of a  s a mple  of me a s ure s  throughout the  imple me nta tion of the  progra m.
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Total
Program

Costs
PTD DSM

Cos ts
PHD

Participants
1999 $186,596.00 $1,081,03.00 809

2000 $175,487.00 $1 ,256,518.00 958

2001 $343,191 .00 $1,599,709.00 1,163

2002 $185,883.00 $1,785,592.00 1,306
2003 $198,594.00 $1,984,186.00 1,430
2004 $192,567.00 $2,176,753.00 1,538
2005
2006

$178,925.00
$200,411.00

$2,355,678.00
$2,557,089.00

1,631
1,703

Total Program Budget $381,000
Total Administrative and O&M Cost Allocation
Managerial & Clerical $19,812
Travel & Direct Expenses $0
Overhead $4,953
TotalAdministrative Cost $24, 765

Total Marketing Allocation
Internal Marketing Expense $0

Tracking of savings using deemed savings values -  TEP wil l  develop deemed savings
values for  each measure and technology promoted by the program and per iodically
review and revise the savings values to be consistent with  program par ticipation and
accurately estimate the savings being achieved by the program.

This approach will  provide TEP with  ongoing feedback on program progress and enable
management to adjust or  correct the program measures to be more effective,  provide a higher
level of service,  and be more cost beneficial.  In tegrated data collection will  provide a high
quality data resource for  evaluation activities.

Historic  Total  Program Costs

Historic program costs from the existing LIW Program since 1999 are included in Table 2.

Table 2. Historic program costs

TEP will increase annual funding to the agencies from $180,000 to $350,000 upon approval of this
program.

Program Budget (Future)

The annual budget of approximately $381 ,000 will be allocated as shown in Table 3, while Table 4
provides the expected program budgets through 2012 which includes an escalation rate of 3% per year.
Appendix l provides addition details on the 2008 budget.

Table 3. 2008 Program Budget
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Subcontracted Marketing Expense $0
Total Marketing Cost $0

Total Direct Implementation
Financia l Incentives $350,000
S upport Activity Labor $0
Hardware  & Ma te ria ls $0
Rebate  Processing & Inspection $0
TotalDireet Installation Cost $350,000

Total EM&V Cost Allocation
EM&V / Re se a rch Activity $5,612
EM&V Ove rhe a d $624

Total EM& V Cost $6,235

Ye a r 2608 2009 2010 2011 2812
Tota l Budget $381,000 $388,620 $396,392 $404,320 $412,407
Incentives $350,000 $357,000 $364,140 $371,423 $378,851
Administra tive  Costs $31,000 $31,620 $32,252 $32,897 $33,555
Incentives as 0 o of Budget 92% 92% 92% 92° 0 92%

Ye a r 2008 2009 2010 2011 2012
Number of customers 177 181 184 188 192
Non-coincident peak (kW) 66 67 68 70 71
Coincident peak (kW) 14 14 15 15 15
Energy Savings (kph) 197,208 201,152 205,175 209,279 213,464
Energy Savings (Therms) 12,003 12,243 12,488 12,738 12,993

Water Savings 513,139 Gallons
Sox 2,453 Lbs
NOt 4,074 Lbs
CON 2,142,870 Lbs

Table 4. 2008 ._ 2012 Program Budget

Es tim a te d  En e rg y S a vin g s
The program expects that, on average, 200 low income customers will be  served annually throughout TEP
service  territory. The demand and energy savings from this activity are  presented in Table  5. Appendix 2
provides further information about estimated energy savings for each measure, including the measure and
program level benefit cost analysis. The  average  per site  energy savings of approximate ly l,l 14 kph and
69 Therms are expected to reduce customer bills by $197 annually.

Table 5. Low Income Weatherization Program Annual Energy Savings

In addition to the  savings shown above, it is  estimated that the  program will produce the  additional
benefits  from 2008 - 2012 presented in Table  6.

Table 6. Projected Environmental Benefits, 2008 - 2012
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8*
»l§§ \

Sf?
Benefit/Cost Ratio 0.55 0.410.67

Conserva tion Life  (yrs): 5 1 0 20 15 5 10 15

P rogram Life (yrs ): 5 5 5 5 5 5 5

Demand Avoided Costs
($/kW): 109.07 116.01 128.24 122.42 109.07 116.01 122.42

Summer Energy
Avoided Costs
($/kWh) : 0.0722 0.0707 0.0731 0.0722 0.0722 0.0707 0.0722

Winte r Energy Avoided
Costs  ($/kWh): 0.0525 0 .0515 0 .0531 0 .0521 0.0525 0 .0515 0.0521

Levelized Th e irs 0.8691 0.8920 0.9451 0.9194 0 .8691 0.8920 0.9194

Admin. Costs : 8.86% 8.86% 8.86% 8.86% 8.86% 8.86% 8.86%
TRC Dis count Ra te 8.50% 8.50% 8.50% 8.50% 8.50% 8.50% 8.50%
Socia l Discount Rate 5.00% 5 .00'/0 5.00% 5.00% 5.00% 5.00% 5.00%
NTG Ra tio : 100% 100% l 00% 100% 100% 100% 100%

P ro g ra m  Co s t Effe c tive n e s s

The cost effectiveness of each measure and each program as a whole was assessed using the Total
Resource Cost test, the Societal Cost (SC) test and the Ratepayer Impact Measure (RIM) test as defined
by the  California  S tandard Practice  Manual. Measure  analysis worksheets showing a ll energy savings,
cost and cost-effectiveness calculations are  included in Appendix 2.

•

•

•

The cost effectiveness analysis requires estimation of:

net demand and energy savings attributable to the program

TEP's program administra tion costs

the present value of program benefits including TEP avoided costs over the life  of the measures

TEP lost revenues•

Table  7 provides a  summary of the  benefit/cost analysis results for this program. A detailed benefit/cost
analysis is presented in Appendix 2.

Table 7. Benefit-cost analysis results

Table 8 provides addition program and financial assumptions, by measure category, used to derive the
program level cost-benefits. Additional deta ils for each measure  category can be  found in Appendix 2.

Table 8. Other Financial Assumptions

A de ta ile d be ne fit/cos t a na lys is  is  pre s e nte d in Appe ndix 4.
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Budge Items Budget Aikxzatien Rate (°/=»}

Ad m in is t r a t ive

Man ag eria l an d  Cle rica l Lab o r 319,812

La bor - Cle rica l $792 4.00 o

La bor - P rogra m  De s ign $792 4.000

La bor - P rogra m  De ve lopm e nt $792 4.000

La bor - P rogra m  P la nning $2,972 1 5 .0 %

Labor - Program/Proj act Management $1,981
Labor - S taff Management $991 5.000

La bor - S ta ff S upe rvis ion $991 5.000

S ubcontra c tor La bor - Cle rica l $991 5.000

•S ubcontra ctor La bor - P rogra m  De s i $5,944 30.0° o

S ubcontra ctor La bor - P rogra m  De ve lopm e nt $991 5.00 0

S ubcontra ctor La bor - P rogra m  P la nning $991 5.000

Subcontractor Labor - Program/Proj act Management $1,585 8.0° 0

Subcontractor Labor - S taff Management $0 0.000

S ubcontra ctor La bor - S ta ff S upe rvis ion $0 0.00 0

Travel & Direct Expenses $0

Confe rence  Fees $0 30.0° 0

La bor - Confe re nce  Atte nda nce $0 20.0° 0

Subcontractor - Conference Fees $0 2.00 o

S ubcontra c tor - Tra ve l - Airfa re $0 4.00 0

S ubcontra c tor - Tra ve l - Lodging $0 0.000

S ubcontra ctor - Tra ve l - Me a ls $0 0.0° o

Subcontractor - Travel - Mileage $0 0.0° o

S ubcontra ctor - Tra ve l - P a rking $0 0.00 0

Subcontractor - Travel - Per Diem for Misc. Expenses $0 8.00 0

S ubcontra ctor La bor - Confe re nce  Atte nda nce $0 2.00 0

Tra ve l - Airfa re $0 14.000

Tra ve l - Lodg ing $0 6.0° 0

Tra ve l - Me a ls $0 3.0%

Tra ve l - Mile a ge $0 1.000

Tra ve l - P a rking $0 0.000

Travel - Per Diem for Misc. Expenses $0 1 0 .0 %

Travel & Direct Expenses $0 1 0 0 . 0 %

Subtotal Managerial and Clerical Labor $19,812 I00.00 o

Ap p e n d ix  1  - P ro g ra m  Bu d g e t

2008 P rogra m  Cos ts  De ta ils
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Equipme nt - Communica tions $99 2.00 o

Equipme nt - Computing $99 2.0° 0

Equipme nt - Docume nt Re production $99 2.000

Equipme nt - Ge ne ra l Office $99 2.00 o

Equipme nt - Tra ns porta tion $99 2.00 O

Fa cilitie s  - Le a s e /Re nt P a yme nt $0 0.000

La bor - Accounts  P a ya ble $50 1 .0%

La bor - Accounts  Re ce iva ble $50 1.000

La bor - Admin is tra tive $50 1.000

La bor - Automa te d S ys te ms $0 0.00 o

La bor - Communica tions $50 1.000

La bor - Contra c t Re porting $50 1 .0%

ILabor - Co orate Services $50 1.000

La bor - Fa cilitie s  Ma inte na nce $50 1.000

La bor - Informa tion  Te chnology $50 1.000

La bor - Ma te ria ls  Ma na ge me nt $50 1 .0%

La bor - P rocure me nt $50 1.000

ILa bor - Re ora tory Reporting $1,981 40.0%

La bor - S hop S e rvice s $50 l.0%

La bor - Te le communica tions $50 1.000

La bor - Tra ns porta tion S e rvice s $50 1.000

Office  S upplie s $50 1 .0%

P os ta ge 850 1.000

S ubcontra ctor - Equipme nt - Communica tions $0 0.000

S ubcontra ctor - Equipme nt - Computing $0 0.0%

S ubcontra ctor - Equipme nt - Docume nt Re production $0 0.0° 0

S ubcontra ctor - Equipme nt - Ge ne ra l Office $0 0.000

S ubcontra ctor - Equipme nt - Tra ns porta tion $0 0.0%

antSubcontractor - Facilities - Lease/Rent Pa $0 0.00 o

S ubcontra ctor - Office  S upplie s $0 0.00 0

S ubcontra ctor - P os ta ge $0 0.0%

S ubcontra ctor La bor - Accounts  P a ya ble $0 0.000

S ubcontra ctor La bor - Accounts  Re ce iva ble so 0.0%

S ubcontra c tor La bor - Adminis tra tive $0 0.00 o

Subcontractor Labor - Automated Systems $3 0.0° o

S ubcontra ctor La bor - Communica tions $0 0.00 0

S ubcontra ctor La bor - Contra ct Re porting $0 0.0%

S ubcontra ctor La bor - Corpora te  S e rvice s $0 0.00 0

$4.958

I I l

Overhead (General and Administrative) - Labor and Materials

9



Low-Income  Wea the riza tion  P rogram

Subcontractor Labor - Information Technology $0 0.00 O

Subcontractor Labor - Materia ls Management $0 0.00 o

Subcontractor Labor - Procurement $0 0.00 0

Subcontractor Labor - Regula to Re porting $1,734 35.0° o

Subcontractor Labor - Shop Services $0 0.00 o

Subcontractor Labor - Telecommunications $0 0.0%

Subcontractor Labor - Transporta tion Services $0 0.0%

Subtotal Overhead $4,953 I 00. 0%

Total Administrative Costs $24,765

Marketing/Advertising/Outreach

Internal Marketing Expense SU

Advertisements / Media  Promotions $0 0.0%

Bill Inse rts $0 0.0%

Brochures $0 0.000

Door Hangers $0 0.0%

Labor - Business Outreach $0 0.0%

Labor - Customer Outreach $0 0.0° 0

Labor - Customer Rela tions $0 0.0%

La bor - Ma rke ting $0 0.0" 0

Print Advertisements $0 0.0%

Radio Spots $0 0.00 0

Subcontracted Marketing Expense $0

Subcontractor - Bill Inserts $0 0.0" o

Subcontractor - Brochures $0 0.0%

Subcontractor - Door Hangers $0 0.00 0

Subcontractor - Print Advertisements $0 0.00 O

Subcontractor - Radio Spots $0 0.00 0

Subcontractor - Television Spots $0 0.00 o

Subcontractor Labor - Business Outreach $0 0.00 0

Subcontractor Labor - Customer Outreach $0 0.0%

Subcontractor Labor - Customer Rela tions $0 0.0%

Subcontractor Labor - Marke ting $0 0.0%

Television Spots $0 0.0%

Website Development $0 0.00 0

Subtotal Subcontracted Marketing Expense $0 0.0%

Total Marketing/Advertising/Outreach $0

Direc t Imp lemen ta tio n

$0 0.00 0

Subtotal Internal Marketing Expense $0 0.0%

Subcontractor Labor - Facilities Maintenance

10



Low-Income Weatherization Program

Activity - Labor $0

Labor - Curriculum Development $0 8.0%

Labor - Customer Education and Training $0 40.0%

Labor - Customer Equipment Testing and Diagnostics S0 0.0%

Labor - Facilities Audits S0 30.0%

Subcontractor Labor - Facilities Audits so 10.0%

Subcontractor Labor - Curriculum Development $0 5.0%

Subcontractor Labor - Customer Education and Training $0 5.0%

Subcontractor Labor - Customer Equipment Testing and Dia optics $0 2.0%

Subtotal Activity $0 I ()().0%

Hardware and Materials - Installation and Other Dl Activity $0

Audit Applications and Forms S0 8.0%

Direct Implementation Literature $0 20.0%

Education Materials $0 20.0%

Energy Measurement Tools $0 10.0%

Insta lla tion Hardware so 10.0%

Subcontractor - Direct Implementation Literature S0 4.0%

Subcontractor - Education Materials S0 4.0%

Subcontractor - Energy Measurement Tools $0 16.0%

Subcontractor - Installation Hardware $0 6.0%

Subcontractor -Audit Applications and Forms so 2.0%

Subtotal Hardware and Materials' $0 100.()%

Rebate Processing and Inspection - Labor and Materials $0

Billing Assistance S0 100.0%

Labor - Rebate Processing so 0.0%

Labor - Site Inspections $0 0.0%

Rebate Applications $0 0.0%

Subcontractor - Rebate Applications $0 0.0%

Subcontractor Labor - Field Verification $0 0.0%

Subcontractor Labor - Rebate Processing S0 0.0%

Subcontractor Labor - Site Inspections $0 0.0%

Subtotal Rebate Processing and Inspection $0 100.0 %

Total Direct Implementation $350,000

Evaluation, Measurement and Verification

EM&V Labor and Materials $5,612

Labor - EM&V S281 5.0%

Ma te ria ls  - EM&V $281 5.0%

Subcontractor Labor - EM&V S5,050 90.0%

Subtotal EM&V Activity - Labor $5,612 I00.0%

Financial Incentives to Customers 5.¢50,000 II



Low-Income  Wea the riza tion  Program

Be ne fits  - EM&V La bor $0 0.00 0

Ove rhe a d - EM&V $312 50.0° 0

Subcontractor Overhead - EM&V $0 0.000

Subcontractor Travel - E M&V $0 0.000

Tra ve l - EM&V $312 50.0° 0

Subtotal EM& V Overhead $624 100.000

Total EM& V $6,235

To ta l Bu d g e t $381,000

EM&V Ove rh e a d $634

1 2
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Residentia l New Cons truction Program

TEP Res identia l New Cons truc tion  Program

Program Concept and Description

Tucson Electric Power Company ("TEP") proposes to continue the  successful and very popular TEP
Residentia l New Construction Program introduced in 1997 and currently marketed as the  TEP Guarantee
Home Program. This program emphasizes the  whole-house building approach to improving health, safe ty,
comfort, durability and energy efficiency. The  program includes on-site  inspections and fie ld testing of
homes to verify tha t homes actually perform the  way they were  designed. Program standards were
designed to focus solely on best-case  practice . Participating builders are  tra ined to apply building science
principles to assure  that high-efNciency homes also have superior comfort. Program standards are
displayed in Appendix l.

Gu aran tee  Op tio n - TEP active ly promotes the  Guarantee  Home Program ("GHP"). TEP fs able  to
simulate  costs and guarantee the cost of operation when builders choose electricity as the fuel source.
The GHP has both prescriptive and performance elements that must be met before a home can actually be
guaranteed. When homes pass a ll performance inspections and performance testing required, TEP will
guarantee  the  cost for heating and cooling for five  years. TEP also provides a  written guarantee  on
comfort for these  homes. Comfort for this purpose is defined as: 1) equipment is sized and insta lled to
provide interior temperatures that are 30 degrees cooler than exterior temperatures at design temperatures
for Tucson and 2) equipment is sized and insta lled to mainta in interior temperatures and humidity within
the  range  of comfort for the  comfort chart published by the  American Socie ty of Heating, Refrigera tion
and Air Conditioning Engineers  (ASHRAE) .

Due to the  improved load curve with e lectric equipment se lection, homes built to the  GHP standards a lso
qualify for Rate  201. The GHP encourages builders to exceed standards whenever possible  and to
consider insta lla tion of a lternative  types of water heating or solar. The Rate  201 C rewards home builders
(through market differentia tion) and homeowners (through reduced ra tes) who insta ll renewable  energy
sources into their design. Builders using GHP standards and the  e lectric equipment option are  paid a
minimum incentive  to he lp off-se t costs . A portion of this  he lps offse t incrementa l cost of additiona l
framing detail and installa tion of re turn-air-paths required to pass pressure testing as part of the
performance requirement. The balance helps in advertising or marketing costs as the  TEP GHP logo is
required on a ll advertisements for the  subdivision.

No n -Gu a ra n te e  Op t io n - TEP  is  not a ble  to gua ra nte e  the  cos t of ope ra tion whe n builde rs  choose  a  fue l
source  othe r tha n e le ctricity or if the  builde r doe s  not pa s s  a ll pe rforma nce  inspe ctions  a nd te s ting
re quire d. Home s  built to the  TEP  Re s ide ntia l Ne w Cons truction P rogra m S ta nda rds  tha t ha ve  na tura l ga s
spa ce  he a ting a nd wa te r he a ting do not qua lify for the  gua ra nte e . The  lis t of cons truction s ta nda rds  is  the
sa me  be ca use  TEP  unde rs ta nds  the  importa nce  of pre ssure  ma na ge me nt a nd a ir flow. Howe ve r, be ca use
TEP  will not gua ra nte e  the  a ctua l pe rfonna nce  of the se  home s , builde rs  a re  not re quire d to ins ta ll a ll
fra ming me a s ure s  or re turn-a ir-pa ths  to re ce ive  the  Non-Gua ra nte e  Ce rtifica tion. Home s  built with the
Non-Gua ra nte e  option mus t pa ss  the  duct le a ka ge  s ta nda rds  a nd the y mus t pa ss  a n insula tion inspe ction to
me e t pre scriptive  re quire me nts . Home owne rs  re ce ive  ce rtifica tion tha t duct le a ka ge  ha s  be e n ke pt to a
pre -s e t minimum a nd tha t ins ula tion ha s  be e n ins ta lle d prope rly. The re  is  no s e pa ra te  promotion by TEP ,
no a llowa nce  for the  builde r to a dd the  TEP  logo to the ir a dve rtis e me nts  for the  s ubdivis ion, a nd no
builde r ince ntive s  a re  pa id. It is  importa nt to note  tha t builde rs  ha ve  the  choice  of pa rtic ipa ting in a
s imila r progra m offe re d by othe r loca l utilitie s . The s e  othe r progra ms  provide  le s s  s upport, le s s  te s ting,
a nd no ince ntive  is  offe re d to the  builde rs .
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Residentia l New Cons truction Program

Ye a r
4 Actual

Commitments
to GHP

1997 Not Tra cke d 36 P ilo t P ro  a mI

1998 Not Tra cke d 90 Pilot P rogram
1999 Not Tra cke d 562 IS; Ye a r

Aci
url P

ro tam
2000 6584 1422 21.5%
2001 6430 1433 22.3%
2002 6324 2047 32.3%
2003 6500 2178 33.5%
2004 6100 3189 52.2%
2005 7887 3862 49.0%
2006 6198 3334 53.8%
Total Commitments
before amendments 18153
Total Commitments
EOY 2006 after
amendments 15862

Due to the  popularity of the  guarantee  option, a ll future  references to this program will be  to GHP
Guarantee  Option.

Homebuilders actively embrace  the  guarantee  concept. They prefer the  market differentia tion, the
guaranteed operating cost, and the separate rate design over competitors who do not offer a  guarantee.
Homebuilders use  the  GHP as a  marketing tool and recognize  the  benefit of full performance inspections
and testing. They consider TEP to be  an active  partner and an extension of the ir work force . The  level of
testing and inspections provided by TEP provides information that is suggested to protect against some
popular cla ims on construction defects. As a  result the  majority of a ll homes constructed by builders and
owner/builders participating in the  TEP Residentia l New Construction Program have been constructed
under the Guarantee option.

TEP has provided tra ining and education about building science and the whole-house approach to
building homes since  1997. The  program will continue  to offe r educa tion and tra ining for homebuyers,
builders, sub-contractors, and Realtors/builder sa les agents. Training is a imed a t increasing the  applied
knowledge  of building science  and energy-efficient building practices to transform the  market and
improve  construction practices in the  Tucson a rea . The  program will offe r tra ining opportunities and
supplement national tra iners with local tra ining resources when possible .

The original Residentia l New Construction Program opera ted initia lly under the  Good Cents name. TEP
worked with builders to convey the advantages of the higher standards and the necessity of performance
testing and inspections contained in the GHP. Phase-out of the  Good Cents Program and phase-in of the
GHP was comple ted in 1999. Historic program participa tion is  shown in Table  l.

Tab le  1. His to ric  GHP Partic ip a tio n

End-of-year (EOY) adjustments are  made in the  semi-annual DSM reports for this program to show
amendments to prior year contracts. Amendments may occur when builders se ll land-options, when they
file  bankruptcy, or when mergers occur. There  were  2,291 negative  adj ustments to contracts signed from
1997 through 2006. Actual commitments a fte r adjustments EOY 2006 were  15,862.
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Residentia l New Cons truction Program

Target Market

The target market is composed of a ll newly-constructed single  family homes that receive e lectric service
from TEP. This includes production home developments, town home and condominium prob ects where
individual units  a re  sold to homeowners, and custom home projects. The  program will be  promoted to a ll
builders within the  TEP service  te rritory. As noted above , only homes with e lectric space  and water
heating are  e ligible  for the  Guarantee  Option.

Cu rre n t  Ba s e lin e  Co n d it io n s

Tucson and Pima County are  made up of six jurisdictions that regulate  minimum code requirements for
new home construction. S ince 1997, minimum code requirements have changed. The most significant
change in code requirements impacting energy consumption occurred with the adoption and recent
enforcement of IECC 2003. Unfortunate ly, even when minimum code requirements increase , it is  unlikely
that homes will actually perform the way they are  designed to perform. This occurs because of the
inconsistency in construction practice  due  to turnover in the  labor force , the  lack of tra ining, the  lack of
installation standards for items impacting energy use, and the absence of systematic Held performance
testing. TEP provides inspections and testing to assure program standards are met and to assure the home
actually performs as designed.

In the  greater Tucson metropolitan area  within the  TEP service  territory, the  housing market is dominated
by production home builders. Outside  the  metro area , the  market includes pockets of production home
building in growth areas such as Vail, Sonoita , Mara  fa , and Oro Valley. In most other areas the  market is
dominated by custom and manufactured homes. Much of the  growth in P ima County occurs in areas that
do not rece ive  e lectric service  from TEP. In 2006, studies comple ted for TEP show that only 77% of the
new home permits in P ima County occurred within the  TEP area . Homes constructed outside  the  TEP
service area are  not offered TEP's Residentia l New Home Program.

P ro g ra m  Elig ib ility

In order to be  e ligible  for the  program, builders and projects must meet the  following requirements:

Eligible  prob ects are  newly-constructed residentia l single  family residences (including town homes,
condominiums, and duplexes) each served by an individual e lectric meter,

New homes must be  located within the  TEP certificated service  area , and•

• In order to be eligible  for the Guarantee Option and its benefits and incentives, homes must have
electric space and water heat.

Program Rationale

The pace  of residentia l new construction in the  TEP service  territory, particularly in P ima County is one
of the  biggest drivers  of TEP 's  system load growth. It is  use ful to offe r this  type  of energy e fficiency
program as the  load will continue to be  present on TEP 's system for more  than 50 years after initia l
construction. Greater savings can be  achieved and it is  much easier and more  cost effective  to work with
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Ye a r 2098 2009 2010 2011 2012
Projected Number of Permits 9,000 9,800 10,400 10,900 11,300
TEP Territory 0 0 77% 75°o 70% 6500 60%
TEP Ten*itory 6,930 7,350 7,280 7,085 6,780
Prob acted GHP Program % 600 0 60° o 60% 60° 0 60° o
Proj acted GHP participants 3,545 4,410 4,368 4,251 4,068

builders to implement energy efficiency a t the  time of construction ra ther than a ttempt to re trofit
efficiency after a  home has been built. For many new home measures such as building envelope
improvements, the  benefits of energy-efficiency upgrades will be  susta ined for the  life  of the  home to
produce cost effective  savings. Table  2 shows projected permits and program participation through 2012.

Tab le  2. Pro .iected  New Home Cons truction  Permits  and  in  GHP Program Partic ipation

P ro g ra m  Ob je c t ive s

The objectives of the program are  to:

Reduce peak demand and overall energy consumption in new homes,.•

• Increase  new home energy efficiency standards to GHP Standards in a  minimum of 60% of new
homes constructed in TEP service  territory,

Increase  GHP construction standards to include  an option for higher e fficiency HVAC,

Reta in existing builder participa tion and encourage  the  participa tion of new builders,

Increase the overall number and penetration of homes built to program standards,

Stimulate construction of new homes that are inspected and tested to assure energy performance,

Promote upgrades to renewable resources to improve whole house efficiency performance,

Assist builder sa les agents with promoting and se lling energy-efficient homes,

Provide  infonnation to he lp expla in the  benefits  of energy efficient fea tures,

• Train builder construction staff and subcontractors in advanced building science concepts to
increase  energy efficiency through improved design and insta lla tion practices, and

• Increase homebuyers awareness and understanding of energy-efficient building practices and the
benefits of purchasing an energy efficient home.

P ro d u c ts  a n d  S e rvic e s

Products and services include the advertisement and promotion focused on builders and subdivisions that
meet or exceed TEP GHP S tandards. A copy of the  standards is  included in Appendix l. P roducts and
service  offered through the  program include:

• Optional GHP standards to include  upgrade  to higher e fficiency HVAC equipment. A copy of the
standards is included in Appendix 1:

• Builder and contractor education and tra ining,
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Meets GHP standards, passes all inspections/ testing to meet
performance standard and builder adheres to advertising
requirements.

$400 per home

Meets GHP standards, passes all inspections/ testing to meet
performance standard plus 14 SEER HVAC and builder adheres
to advertising requirements.

$550 per home

Homebuyer and realtor/sales agent awareness and education materials,

Consumer training sessions for homeowners who purchase TEP Guarantee Homes,

Pre-construction meetings with builders and sub-contractors prior to the  start of a  development,

On-site  inspections and testing of each home constructed to program standards,

• Guaranteed heating and cooling costs and comfort - provided to homeowner for 5 years: (comfort
is defined in Program Concept and Description section of this report),

• Rate  201 - remains with the  home. See  Note  2 below, and

• Builder incentives for meeting TEP GHP Standards and advertising requirements. See Table  3
below and Note 1 below. The average per home incentive for builders, based on the prob ected
configura tion of homes to be  built during the  2008 2012 program cycle  will be  approximate ly
$470.

Tab le  3. GHP Pro g ram In cen tives

Note I : Incentive levels and other program elements will be reviewed and mody'ied as needed during
subsequent years from the approval date of this program. Such modifications will be reported in the
mid-year and year-end reports .submitted to Sta Incentives were higher on a per-home basis during
early program years to incept builders to use higher construction standards. Incentives have been
adjusted downward each year. The current incentive level is shown in the following table and will be
used in the program bereft/cost Analysis.

Note 2: Rate 201, approved by the ACC in December 1997, provides a special rate option on
residences built to the GHP standards and that also have electric heat purnps and electric water
heaters. The rate is structured to provide three options. On February 20, 2003, the ACC approved
changes in the Rate 20] pricing plan language.

De live ry S t ra te g y a n d  Ad m in is t ra t io n

The program delivery and administra tion stra tegy is as follows:

This program is managed in house by TEP.•

• TEP provides program administra tion, marketing, planning, coordination of builder and contractor
training and consumer education activities and all inspections, testing and technical assistance.

• Some program activities such as training, inspections and other program support may also be
provided through specia lized vendors or supplementa l work force  units under the  direction of TEP.

Key trade  a lly and sub-contractor re la tionships include:

6
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Building Science  tra iners tra ining and education,

HVAC Contractors  - s izing, ins ta lla tion and s ta rt-up of HVAC systems,

Insula tion Contractors  - insula tion insta lled according to specifica tions,

Outside  Contractor load ca lcula tion from plans,

Inspections and testing - Southwest Energy Solutions, supplementa l work force , and

The Arizona  Energy Office  - tra ining, education and awareness.

A Program implementa tion How chart is  included in Appendix 2.

Marketing and Communications

In the  first few years of the  program marketing and communications focused on product and brand
recognition. As the  program matured, the  marketing and communications focused more  on the
guaranteed heating and cooling costs, the value of inspections and testing and the available electric rate .
The  following is  the  Marke ting P lan for 2006:

Guarantee Home Marketing Plan - 2006
Concep t
Developed by TEP's energy experts, GHP Homes are  uniquely designed as a  complete  system, where
every component works in harmony to benefit hea lth, safe ty, comfort, durability, energy efficiency, and
the lowest e lectric ra te  to the  homeowner. TEP inspects every home during the  construction process to
ensure strict equipment and construction requirements are  met. Then the homeowner gets a  guarantee in
writing tha t the ir home will pe rfonn as  promised.

Sales  Objectives - 50% market share  of a ll new homes built in service  territory.

Ta rg e t Ma rke t - New home buyers and new home builders (Custom to large  production).

Co mp etitio n - Non-Guarantee  Homes.

Marke tin g  S tra teg ies - The goal for marketing the  GHP is to educate  the  consumer on energy efficient
building standards to drive  consumer pull for energy efficient new homes. As more  consumers demand
the  product more  builders will choose  to build to GHP standards. Higher builder participa tion results  in
higher quality, more  energy efficient e lectric homes be ing built in the  TEP service  te rritory.

Advertis ing  Mes s age -Guarantee Homes are  built to superior construction standards that promote health,
safe ty, comfort, durability and a  lower e lectric ra te  than in an ordinary home.

Ma rke tin g  P la n - Include the GHP message in as many communications as possible . We plan to use
GHP marketing on inspector vans, builder colla tera l, bill messages, bill inserts, Web site , TEP vehicles,
sponsorships, tra ining seminars for current and potentia l GHP homeowners, tra ining CDs for sa les
professionals, call center on-hold messages, builder fie ld guides, model home Signage, and through public
re la tions with the  loca l news media .

7
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Program Activities 2007 2008 2009
Continue  ongoing GHP program
Submit new program to ACC
New program approval (estimated)
Modify marke ting mate ria l a s  required
Implementation of new program elements
Process evaluation
Savings verifica tion
Program redesign as needed

Me d ia  P la n - A diversified media  mix to increase  reach and frequency a iming for the  highest coverage of
la rgest number of households. Most advertis ing will occur from May through August, which is  consistent
with new home sa les pa tterns. TEP will utilize  channels tha t new home buyers tend to use  when
searching for their next home and concentra te  on the  channels with the  highest recall (TV, Radio and
Print). Below is a  list by media  type and the  percentage of the  overall media  budget dedicated to the
channel. Around 15% of the total budget covers production expenses, and 85% covers media purchases.

Radio - 5.83% (metro and tra ffic)
Te levis ion 50.83% (network and cable)
Newspaper - 39.66% (large  and small publica tions, loca tion based)
Trade  - .68%

P ro g ra m  Im p le m e n ta t io n  S c h e d u le

TEP will continue  the  existing GHP until the  implementa tion of any new program e lements . We will
provide  time to transition builders to new program elements as needed. Table  4 below shows the
estimated timeline  for key program activities by quarter.

Table 4. Implementation Schedule

Mo n ito r in g  a n d  Eva lu a t io n  P la n

In March of 1999, TEP contracted with Energy S imulation Specia lists to complete  a  comprehensive
analysis on the expected savings gained from the GHP standards compared to current market conditions
and building practices a t that time. This analysis provides the  basis for energy and capacity savings
cla imed from 1999 - 2006. Actual test data  can be  used to verify performance and compliance because
TEP conducts in-house duct-blaster tests, blower-door tests, insula tion inspections, framing inspections,
and fina l testing to include HVAC performance and pressure management on homes constructed in the
program. The updated 2007 study by Enovity comparing homes built to GHP standards to IECC 2003
has been used to calculate energy and demand reduction on an on-going basis. It has been assumed that
the  higher builder incentive  offered for 14 SEER equipment will apply to 20% of the  homes in 2008 and
will ramp up during la te r years.

TEP will adopt a  stra tegy that ca lls for integrated data  collection that is designed to provide  a  quality data
resource  for program tracking, management and eva lua tion. This approach will enta il the  following
primary activities :

Database  management - As part of program operation, TEP or an approved contractor will collect
the necessary data elements to populate the tracking database and provide periodic reporting.

8
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Budget Item ls
2808

BB
%

allocations
2008 program budget 83,200,000 100.00 0

P la nning & Adminis tra tion $115,652 3.600
OP ro am Management, Marke ting, and Advertis ing $383,838 12.0%

Program Implementa tion $398,357 12.40 0

Planned 2008 incentive  a llocation $1,661,081 51.9%
Tra ining and Technica l $632,850
Consumer Education $8,222 0.3°o

Ye a r 2008 2009 2010 2011 2012
Tota l budget $3,200,000 $3,644,072 $3,663,824 $3,649,415 $3,605,086
Incentives $1,661,081 $2,066,680 $2,046,998 $1,992,167 $1,906,407
Administra tive  Costs $1,538,919 81,577,392 $1,616,827 $1,657,247 $1,698,679
Incentives as 0 o of budget 520 0 5700 560 o 55°o 5300

Integra ted implementa tion da ta  collection - TEP will work with the  implementa tion contractor to
establish systems to collect the data needed to support effective program management and
evaluation through the implementation and customer application processes. The database
tracking system will be  integra ted with implementa tion data  collection processes.

Fie ld verifica tion - TEP  or an approved contractor will conduct fie ld verifica tion of the
insta lla tion of a  sample of measures throughout the  implementation of the  program.

Tracldng of savings using deemed savings values - TEP will develop deemed savings values for
each measure and technology promoted by the program and periodically review and revise  the
savings values to be consistent with program participation and accurately estimate the savings
being achieved by the program.

This approach will provide TEP with ongoing feedback on program progress and enable  management to
adjust or correct the program measures to be more effective, provide a  higher level of service, and be
more  cost beneficia l. Integra ted da ta  collection will provide  a  high quality da ta  resource  for eva lua tion
activitie s .

P ro g ra m  Co s ts

Table  7 provides the  2008 program budget, and is based on historic program allocations. Builder
incentives included in the budget below are calculated on the number of homes committed each year as a
proxy for the  contracts tha t will be  expensed (see  explanation below). Table  8 provides the  projected
program outwear budgets through 2012. Appendix 3 provides addition deta ils on the  historic and 2008
budget.

Table 5. 2008 Program Budget

Table 6. 2008 .- 2012 Program Budget

Builder incentives are  committed to a  builder under a  contractual agreement that homes under contract
will be  constructed to GHP standards. This portion of the  program cost is  not "expensed" on TEP 's
general ledger until it is certa in that the  contract has been satisfied. TEP has determined that satisfaction
of the contract occurs when the first home in the subdivision has been inspected and meets program

9
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Annual Incremental Savings. 2008 2009 2910 2011 zmz
Non coincident peak (kW) 4,878 6,069 6,012 5,851 5,599
Coincident peak (kW) 3,756 4,673 4,629 4,505 4,311
Ever S a vings  (kph) 7,359,684 9,156,756 9,069,549 8,826,614 8,446,640
Energy S avings (Thorns) 41,471 51,597 51 106 49,737 47,596

Water Savings 21,429,622 Gallons
SOx 102,434 Lbs
NOt 170,151 Lbs
CON 89,490,100 Lbs

requirements. Incentives may not be  expensed for a  period up to or exceeding two years after the  contract
has been signed due to the lag-time between land purchase and actual construction. Pre-payments may be
made before the dollars are expensed under certain conditions and other accounts may be expensed before
payment is made. TEP only reports builder incentives as an actual program cost after they have been
expensed. Upon approval of this program TEP is asking for recovery of a ll builder incentives tha t have
not yet been expensed, but they will not be recovered as a  DSM cost until the  time they are  expensed on
the TEP General Ledger.

Estimated Energy Savings

The updated 2007 study by Enovity comparing homes built to GHP standards to IECC 2003 has been
used to calculate  energy and demand reduction. It has been assumed that the  higher builder incentive
offered for 14 SEER equipment will apply to 20% of the  homes in 2008 and will ramp up during la te r
years. Based on the expected blend of e lectric/e lectric and gas/electric homes to be built, the  average
non-coincident peak reduction for this ca lcula tion is  1.4 kw, the  average  energy reduction during the
summer cooling season is 1,370 kph, the  average e lectric energy reduction during winter heating season
is  706 kph and the  average  energy reduction for gas  during the  winte r hea ting season is  12 te rns . The
5 year projected capacity and energy benefits are  displayed in Table  9.

Table 9. Projected Capacity and Energy Benefits

In addition to the  savings shown above, it is  estimated that the  program will produce additional benefits
from 2007 - 2012 as shown in Table  10 be low:

Table 7. Pr0.iected Environmental Benefits, 2008 - 2012

Additional details on the measure level savings analysis, the benefit cost analysis and the configuration of
homes are  included in Appendix 4.

P ro g ra m  Co s t Effe c tive n e s s

The primary data  used for this analysis included:

Tucson Electric Power Company, Guarantee Program Standards, Revisions as of 1/01/2007,•

• 2007 Enovity study showing energy and demand reductions for 2007 and beyond, Enovity study is
de ta iled in Appendix 5.

Historic records provide the  most accurate  representation of the  average cost per home for administra tion
and overhead to complete  cost benefit analysis for this program. Therefore  historica l program costs were

10



Residentia l New Cons truction Program

Conserva tion Life  (yrs): 1 8

P rogram Life  (yrs): 5
Demand AC ($/kW): $128.24
Summer Energy AC (5/kWh): 530007314

Winte r Energy AC (3/kWh): $005306
Levelized Therms $094510
Ratio of Non-inc to Incentive  Costs 92.6%
IP  Dis count Ra te : 8.500 o
Socia l Discount Rate 5.00%
NTG Ra tio: 9500

\ \
. . .4 .

4 & 4>$413
.

RIM
4P V of P ro a m Be ne fits $2,672 $3,450 $2,672

PV of Program Costs $1,312 $1,312 1701.03
Benefit/Cost Ra tio 2.04 2.63 1.57

used as a  guideline to determine the percentage of total costs to apply in various categories for future
program costs.

Additional financia l assumptions are  provided in Table  11 be low.

Table 8. Other Financial Assumptions

Table  12 provides a  summary of the  estimated benefit - cost ra tios, and additional deta il behind this
analysis. The dollar values in are  per home while  program Rollup benefit cost values can be fund in the
TEP DSM Portfolio plan. The socie ta l cost (SC) test uses the  socia l discount ra te  of 5.0% shown above,
but does not include monetized values for other environmental, socia l or non-energy benefits.

Table 12. Benefit-cost analysis results

A deta iled benefit/cost analysis is presented in Appendix 4.
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Residentia l New Cons truction Program

Appe nd ix 1 - P rogra m S ta nda rds

84
r c

"

2008 Program Standards
Bulle t P oints

NOTE: ALL ITEMS  REQUIRED BY ENERGY CODES  THAT HAVE BEEN ADOP TED IN
EACH .J URIS DICTION MAY NOT S P ECIFICALLY BE REFERENCED IN THIS
DOCUMENT BUT ARE THE REQUIRED MINIMUM.

1. Contractors

U Genera l, HVAC, framing, insula tion, e lectric and plumbing work mus t be  comple ted by
licensed contractors  in the  s ta te  of Arizona . License  numbers  must be  provided upon request.

S UB MIT P LANS :
Submit comple te  se t of blue -prints  to Tucson Electric Power. TEP  will comple te  a  room-by-
room load ca lcula tion to de te rmine  if you mee t the  the rmal pe rformance  s tandards  and will
advise  you if modifica tions  a re  necessa ry. The  load ca lcula tion will a lso be  used to
de te rmine  maximum equipment s izing and to ca lcula te  the  Guaranteed Hea ting and Cooling
Costs .

D

Thermal Performance Standards
House  Size
Less than 1350 ftp
Between 1350 and 1850 82
Between 1850 and 2350 82
Greater than 2350 its

He a t Ga in (Ma x)
15 Btu/Hr/ft2

12 Btu/H1-/ft2
11 BtWHr/82

9 All Windows and s liding glass  doors  sha ll be  ra ted by NFRC with a  Sola r Hea t Ga in Co-
efficient equal to or less  than 0.40 and a  U-value  equal to or less  than 0.60. French doors
a re  exempt from this  requirement.

Cl Because  the  surface  loca tion of Low-e  coa ting on tinted glass  may cause  higher inte rior glass
surface  tempera tures , Low-e  coa tings  ins ta lled on tinted glass  will not be  a llowed in the
Guarantee  Home Program.

Jim
Guarantee 9

;

12



Residentia l New Cons truction Program

In the  event a  home does not meet the  thermal perfonnance  standards for tota l hea t ga in, an
a lte rna te  method us ing higher e fficiency HVAC equipment may be  used to replace  the  the rmal
performance  requirement.

Cl Tubular Skylights  (Sola r Tube or s imila r product) a re recommended unless  the following framing guidelines  a re
used for traditiona lly framed units . If traditiona l skylights  require a re ins ta lled, the shaft mus t be framed to
provide a  s ix s ided cavity and include a  minimum of R13 insula tion.. Additiona l framing requirements  may be
necessary depending on the applica tion, consult with a  TEP technica l representa tive on skylight shaft deta ils .

E Q UIP ME NT R E Q UIR E ME NTS :
u 13 SEER Electric hea t pumps and e lectric wate r hea te rs  must be  ins ta lled to qua lify for Ra te

201 or the  Heating, Cooling and Comfort Guarantee . Gas can be  used in these  homes for any
other use .

El (OPTIONAL) If 14 SEER Electric hea t pumps  and e lectric wa te r hea te rs  a re  ins ta lled the
builde r will qua lify for a dditiona l ince ntive s  from TEP  .

13 Exhaust devices  sha ll be  ins ta lled to manufacturer's  recommendations

cl Recessed lighting must be  IC ra ted (insula tion contact) and fit with the  appropria te  a ir-tight
trim kit.

Cl Circula ting Pumps ins ta lled on any water hea te r must be  equipped with timers  or aqua-s ta ts
and se t to prevent continuous opera tion.

El Electric Water Hea te rs  a re  required to have  a  minimum .93 EF to meet IECC 2003 .

INS P ECTIONS  AND TES TING:
During the  cons truction process  Tucson Electric Power Co. will comple te  va rious  inspections
and tes ting before  the  home can qua lify for the  guarantee  and the  reduced e lectric ra te . You
must notify TEP 2-work days  prior to the  need for each inspection.

El Framing Inspection and Duct Tes t:
comple ted

Afte r inte rmedia te  mechanica l is

and before  insula tion is  scheduled.

Cl Insula tion Inspe ction:
is

After lath in installed and insulation

comple te .

El Fina l inspection, pressure  tes t,
blowe r-door te s t, ve rifica tion of
equipment requirements  and opera tion.

move s  in.

Afte r home  is  comple te , HVAC e quipme nt
is  s tarted and before  homeowner

1 3



Residentia l New Cons truction Program

FRAMING:

D Soffits , dropped ce ilings , plumbing and utility chases  and aes the tica l framing de ta ils  may
require  capping with an a ir bam'er made  of solid, durable  materia ls  such as  shee trock, OSB,
plywood or the rma l-ply. Capping requirements  do not apply if the  roof deck is  used a s  the
ce iling a ir ba rrie r. Fina l de te rmina tion will be  made  by the  TEP  Technica l repre senta tive
assigned to the  job.

Cl Parape t wa lls  must be  properly fire s topped a t e ithe r ce iling or roof deck leve l depending on
the  loca tion and placement of the  ce iling insula tion.

D Roof decks insta lled over s tee l framing members such as  s tuds, trusses, C-or I beams, e tc.
mus t include  a  minimum of R-3 insula tion to provide  a  the rma l break from outs ide

E] Exterior window sea ts  or other s imila r a rchitectura l 'pop-out' deta il mus t be shea thed on the outer s ide of the
inner wa ll to provide a  cons is tent a ir ba rrier. Ari a lterna tive method is  to ins ta ll 1X2 blocking on the outer s ide
of the inner wa ll every 12" from top to bottom.

El Mechanical System/Water heater pla tforms located in the garage must be sheathed on the outer s ide of the inner
wall to provide a  cons is tent a ir barrier.

EL Drops  and soffits  used for HVAC duct sys tems  mus t be des igned to provide adequate room for the dis tribution
sys tem without crushing, crimping or res tricting des igned a ir flow.

0 Blocking mus t be ins ta lled a long the top of trusses  in kneewalls  tha t form ca thedra l ceilings  to effectively form
a 5-s ided box for the ins ta lla tion of insula tion. (5 s ides  includes  sheetrock).

The builder is solely responsible for drainage or water intrusion into buildings. It is strongly recommended that a
builder consider adding a drainage plane to ICE, concrete fonts or other wall non-traditional wall systems

INS ULATIO N:

U The  minimum wa ll ca vity insula tion tha t will be  accepted in a  2X4 frame  wa ll is  R-13 and
the  minimum wa ll ca vity ins ula tion tha t will be  accepted in a  2X6 frame  wa ll is  R-19.

0 Insula tion mus t be  ins ta lle d to fill the  e ntire  ca vity, It mus t be  fluffe d to full thickne ss  a nd
cut or split to fit a round wiring and pipes  and ins ta lled with no gaps , voids , or compress ion.

El Insula tion must be  in continuous  contact and a ligned with a  solid, durable  a ir bonie r such as
shee trock, OSB, plywood, the rma l-ply or foam boa rd.

El If ce iling insula tion is  ins ta lled a t the  roof-deck, it must be  s trapped to the  deck over a reas
with dropped ce ilings , soffits , and fury down ce iling a reas ,

E: If loose  fill blown-in insula tion is  used for the  ce iling, it is  pre fe rable  to ins ta ll a  s ingle  ba th
(equiva lent R-va lue  to the  ce iling insula tion) ove r e ach top-pla te  prior to ins ta lling blown-in
product.

1 4
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0 TJI roof sys tems must include  insula tion a t the  necessa ry R-va lue  to comple te ly fill the
spa ce . For ins ta nce , R-38 insula tion ma y be  re quire d to fill a  la " TJ I comple te ly e ve n if R-
30 insula tion is  used as  ce iling insula tion in truss  a rea .

EI Kneewalls , ponywalls  and skylight sha fts  sha ll be  insula ted with the  R-va lue  ma tching the
dimensions  of the  framing ma te ria l. Insula tion in these  loca tions  must be  ins ta lled us ing one
of the  following me thods .

4
4
9

9

Kraft Faced Battsface stapled to the conditioned side of the wall
Friction Batts secured in place with straps, netting or cloth
Solid, durable material such as OSB, plywood, foamboara' or thermal-ply must line the attic
side of the area.
Blown-in Insulation backed witnfabric or netting

El Baffles  must be  ins ta lled in each compartment when a ttic ventila tion a t eaves  is  provided by
'bird-boa rds '. Ba ffle s  mus t be  ins ta lle d in a  ma nne r to a llow insula tion to cove r top-pla te  of
wa ll.

El Insula tion must be  ins ta lled and secured in place  on exte rior wa lls  adj cent to kneewalls ,
ponyvva lls , dropped ce ilings  and skylight shafts .

D Insula ted walls  or floors  be tween garages and living space  shall be  sheathed on both s ides.

AIR  S E ALING :
U All transitions  and inte rfaces  from wood to masonry materia ls  must be  sea led, caske ted or

othe rwise  made  a irtight.

El All e lectrica l and plumbing pene tra tions  be tween conditioned and unconditioned space  sha ll
be  sea led using caulk or foam. This  includes  any pene tra tions  be tween the  garage  and living
spaces.

D All window frame  gaps  sha ll be  sea led us ing caulk or foam, or a  s imila r gaske t ma te ria l.

EL The  bottom s ill pla te  sha ll be  sea led with caulk or a  gaske t ma te ria l (s ill sea le r).

El If insula tion is  ins ta lled a t the  roof deck and a ttic vents  a re  e limina ted, a ll mechanica l
penetra tions through the  roof such as fresh a ir vents , dryer ducts , exhaust fans, e tc. must be
sealed.

HEATING. VENTILATING, AIR CONDITIONING:
HVAC Lo a d  Ca lc u la tio n  a n d  Eq u ip me n t S e le c tio n  (ALL AREAS  EXCEP T MARANA)
S ta nda rd : Tucson Electric Power Co. will pe rform a  room by room Manua l J  based load
ca lcula tion us ing the  following des ign informa tion to de te rmine  the  maximum equipment s ize .

Indoor te mpe ra ture  for Winte r = 72 F

1 5
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Size
AC or He a t

Pump
Btuh

IRC
(6 sq. inches

pe r 1000 Btuh)

Round
Duct S ize
Min imu m

ACCA Ma nua l
D

(ve locity ma x
700 fPm)

2 ton 24,000 144 sq. inches 1 4 "

2 %ton 30,000 180 sq. inches 15" 1 6 "

3 ton 36,000 216 sq. inches 1 7 "

3 %ton 42,000 252 sq. inches 1 8 " 19"
4 ton 48,000 288 sq. inches 1 9 "

5 ton 60,000 360 sq. inches

Size
AC or
Hea t

P ump

Nomlna l
C F M

Ope n Are a  for RAG
ACCA Ma nua l T

(cfm/300)

To ta l Are a  RAG
Stamped Face
(60% Open)

ACCA Ma nua l T
((cfin/300)*1 .4)

To ta l Are a  for
R AG

Ba r Type
(900 o Open)

ACCA Ma nua l T
((cfin/300)* 1 .l)

2 ton 800 2.7 sq. ft 3.7 sq. ft. 2.9 sq. ft
2 %ton 1000 3.3 sq. ft 4.7 sq. ft. 3.7 sq. ft

3 ton 1200 4.0 sq. ft 5.6 sq. Pr. 4.4 sq. ft
312ton 1400 4.7 sq. ft 6.5 sq. ft. 5.1 sq. ft

4 ton 1600 5.3 sq. ft 7.5 sq. ft. 5.8 sq. ft
5 ton 2000 6.7 sq. Po 9.3 sq. ft. 7.4 sq. ft

Summer outdoor design temperature  = 1050 F
Winter outdoor design temperature  = 320 F *
Gra ins  of mois ture  = 0

El Supply a ir regis te rs  ins ta lled in the  ce iling must be  des igned and lis ted as  'ce iling regis te rs '
and those  ins ta lled in a  s idewall must be  des igned and lis ted as  'wa ll regis te rs '.

El Plenum connections  to the  a ir handle r units  must be  sea led with mastic. Air handle rs  loca ted
in the  a ttic or garage  must have  a ll penetra tions such as  condensa te  lines, re frigerant lines or
knock-outs  sea led.

U Supply and Re turn Air P lenum and Trunks a t a  minimum, must be  s ized according to 1998
and 2000 Inte rna tiona l Res identia l Code  (page  303) and/or ACCA Manua l D requirements
for ma ximum a llowe d ve locity. (2l"ld P rinting, 1995 - pa ge  3-6) Use  the  following cha rt:

RETURN AIR TRUNK CHART

Cl Builder will provide an unres tricted surface tha t a llows  adequate open a rea  for active return-a ir des ign
according to ACCA Manua l T. S tamped faced grille  a rea  will be determined by us ing ((CFM/300)*.6 ) and
bar-type grille a rea  will be determined by us ing ((CFM/300)*.9) if the percentage of open a rea  for each grille
type is  not known. Us e the following cha rt.

RETURN AIR GRILLE CHART

1 6
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El All joints  in the  ductwork mus t be  sea led with mas tic or an approved equiva lent. Mas tic
must a lso be  ins ta lled on each shee t meta l colla r to permanently sea l the  inner core  of a  ilex-
duct system to the  sheet meta l connection.

Cl If loca ted in the  a ttic, plenum connections  to the  a ir handle r units  must be  sea led with mastic.
If loca ted in the  garage , plenum connections  to the  a ir handler must be  sea led with e ither
mas tic or butyl-backed tape  approved for this  applica tion. Air handle rs  loca ted in the  a ttic or
garage must have  a ll penetra tions such as  condensa te  lines , re frigerant lines  or knockouts
sealed.

El If building cavitie s  such a s  pla tforms , framed plenums, s ta irwe lls  or wa ll cavitie s  provide  the
'pa th' for an 'a ctive ' re turn, they mus t be  fully ducted re turns  us ing e ithe r flex-duct or by
cons tructing a  manufactured shee t-me ta l plenum within the  building cavity.

El Tota l duct leakage  measured in CFM at 25 pasca ls  sha ll be  no grea ter than 3% of conditioned
floor a rea  without the  a ir handle r in place  and no grea te r than 5% of conditioned floor a rea
including the  a ir handle r.

D Ventila tion ducts  and equipment mus t be  sea led with mas tic a t a ll connections .

D All bedrooms and offices /dens  with a  door must be  equipped with re turn a ir pa ths  from e ithe r
fully ducted active  re turns  or s ta tic re turns  us ing jumper ducts  or transfe r grille s .

D 'S ta tic' re turn a ir pa ths a t a  minimum, must be  s ized with round ducts  (or equiva lent
rectangula r) 2" la rge r than the  combined supply duct s ize  (or s izes) required to de live r
des igned supply CFM to each space . (i.e . Maste r bedroom and maste r ba th)

El Opposed blade  dampers  a re  required on a ll supply regis te rs  and diffilse rs . Tes ted a irflow in
each room must be  within +/- 10% of des ign.

CO MBUS TIO N S AFE TY:
LE Only sea led combustion or power vented equipment is  a llowed in the  living a rea .

U Fireplaces  and chimneys  on exte rior wa lls  sha ll be  cons tructed to ma inta in continuity of
house  a ir and the rma l bante rs  and sha ll be  insula ted with a  non-combustible  ma te ria l [warn
chimneys have a  stronger draft and thus are  safer to operate].

D No unvented combustion appliances  sha ll be  ins ta lled unless  specific provis ion is  made  for
exhaust of combustion products  to the  outs ide .

Cl TEP will assure  tha t no fireplace  zone  sha ll opera te  with a  negative  pressure  > 3.0 pasca ls
due  to enve lope  s tandards , HVAC equipment se lection or duct des ign. It is  the  re spons ibility
of the  builder and/or subcontractors to advise  occupants of the  safe  use  of exhaust fans
ins ta lled within the  living space  if na tura l-dra ft fireplaces  a re  ins ta lled.
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Residentia l New Cons truction Program

I II I| o 0 .nix 3 - Residential New Construction Pr ram - Actual Pr ram Costs - YEMR 2006

%Toftal
Consumer
Education

Training and
Technical

Planning &
Admin

Incentives
"Expensed"

Program
Implementation

Program
Management
(Advertising)Activity

120 o
120 o
52° 0
20° o
40

Marketing Ad rertlsmg
O & M _ Other
BulIder IncentIves
Inspect ons/Test ng (labor)
Program Admlnlstratlon (labor)

$419015.00
$425,745.00

$1 ,775,28400
$676 360 00
$123,60300

$3,420,007.00Total

$8,78700
$0.00
$0.00
$000
$000

$8,787.00
0°o

$0.00
$425,745 00

$0 00
$0.00
$000

$425,745.00
12%

$000 $0.00
$0.00 $0.00

$1 775 284.00 $0 00
$0.00 $676,360 00
$0 00 $000

$1,'/15,284.00 $676,360.00
52% 20%

$410,22800
$000
$000
$000
$000

$410,228.00
12%

$0 00
$0.00
$0.00
$0.00

$123,603.00
$123,603.00

4°ooo

'Tr s ,Jan ac ate tree ..i  no of Moe co tsDescription Activities
Marketing/Advertlsing _ Induces campaign development and placement for pr rt, media and televise on advertising
O & M - Other - Includes assoc fees, builder relationship dele prent, print ng, mailing, data-base development information technology eh oles, etc.

Builder Incentives - Actual for year
Inspections/Testing - includes FTE conduct ng inspections, testing, builder training etc
Program Admin station-inc ides labor for Program development planning, reporting, data base design budget monitoring,etc.

Program Management -
Program Implemental on

Planning and Adm n station - refers to TEP cost to plan and Adm n stet programs Includes management of budgets, oversight of mplementat on,
program development, coordination, customer follow-up, etc.

Includes all expenses related to marketing the program and Increasing DSM consumer awareness. (direct program costs)
- Program delivery mosts associated with implementing the program. Includes Taber, overhead costs

and other direct program delivery mosts such as test equipment and load calculate ons.
lncentl res - Includes the incentives paid direct y to but dees for participation n the program
Training and Technical - Includes all dollars that are used for energy efficiency training, inspections and testing and technical assistance for program participants.
Consumer Education - Includes all costs for consumer seminars brochures, web-page, and dollars to support general consumer education.

Appe ndix 3 - P rogra m Cos ts

His to r ic  P ro g ra m  Co s ts  .- 2006
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Residentia l New Cons truction Program

Appendix 5 - Enginee ring  S imula tions

ESS Simulation Report (1999)
(Full Report Available Upon Request.)

Table 5
Model Home DOE-2 Annual Simulation Results

Model Home HVAC Total Energy Peak Total Utility Costs (excluding taxes)

Heating
( terms )  ( kph)

Cooling
(kph)

Total
( t erms )

Total
( kph)

Summer

(kw)

Gas :
SG-5

(35)

Electric:
TEP 201-B* TEP 1**

($) ($)

Total

($)

Guarantee Home:
Electric Heat & DHW NA 610 4,853 NA 13,467 4.9 NA 1,011 NA 1,011

Guarantee Home:
Gas Heat 81 DHW 81 37 4,899 270 9,373 4.8 294 NA 899 1,193

Good Cents Home
Electric Heat & DHW NA 929 5,728 NA 14,661 5.7 NA 1 ,097 NA 1 ,097

Good Cents Home
Gas Heat 84 DHW 117 50 5,728 306 10,214 5.5 321 NA 976 1 ,297

Energy Advantage Plus
Gas Heat & DHW 156 63 7,426 345 11,925 6.9 350 NA 1,134 1 ,484

Model Energy Code
Gas Heat & DHW 156 63 8,277 345 12,776 7.5 350 NA 1,213 1,563

*TEP 201-B = TOU Rate for all electric Guarantee & Good Cents Homes
**TEP 1 = standard residential rate
Natural gas and electric utility mosts include monthly customer charges

2 1
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Res identia l HVAC Program

Attachment 5

Re s id e n tia l HVAC Re tro fit P ro g ra m
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Re s ide ntia l HVAC P rogra m

TEP  Re s id e n t ia l HVAC P ro g ra m

P ro g ra m  Co n c e p t  a n d  De s c rip t io n

This program promotes the  insta lla tion of high-efficiency a ir conditioning and heat pump systems
in existing homes in TEP's service region. For equipment replacements, the  program promotes
the  se lection of high-efficiency equipment that exceeds the  federal minimum efficiency standard
of 13 SEER. Incentives for the  purchase  of qualifying high- efficiency equipment are  pa id
directly to homeowners. Any contractor may insta ll or provide  qua lifying equipment to TEP
customers.

TEP will provide  consumer education on the  benefits  of qualifying equipment and will promote
the program through TEP promotional events, the  TEP website , and print advertising.

Target Market

The program is ta rgeted a t a ll TEP residentia l customers with centra l a ir conditioning who are  in
the  market to replace  the ir existing HVAC equipment.

Cu rre n t  Ba s e lin e  Co n d it io n s

The average  life time of residentia l HVAC equipment is approximate ly 15 years, and it is
estimated that most of the  equipment that will be  replaced under this program will have a  ra ted
efficiency of 10 SEER or less. For replacement units the  appropria te  baseline  is the  current
minimum federal efficiency standard since customers can not purchase equipment with a  lower
efficiency ra ting. For a ll HVAC units  manufactured a fte r J anuary l, 2006 the  federa l minimum
efficiency standard is 13 SEER.

P ro g ra m  Elig ib ility

The program is available  to a ll TEP residentia l customers with centra l a ir conditioning systems
including a ir conditioner and heat pump systems. All brands of equipment that meet the  minimum
performance standards are  e ligible  for the  program. Homeowners are  e ligible  for the  incentive  for
insta lling qua lifying high-e fficiency equipment.

P ro g ra m  Ra t io n a le

Air conditioning is  a  particularly important end use  in TEP 's desert climate . TEPls residentia l
customers can realize savings on the ir energy bills  through the  insta lla tion of high-efficiency a ir
conditioning equipment.

3



Res identia l HVAC Program

Me a s ure Incentive

High S EER
Equipment

14 SEER
15 SEER
16 SEER
17 SEER
18 SEER

$50/ton
$75/ton

$100/ton
S125/ton
S150/ton

Program Objectives

The objective  of the  program is to:

• Promote  the  insta lla tion of high-efficiency HVAC equipment tha t exceeds the  minimum 13
SEER federal efficiency standards.

P ro d u c ts  a n d  S e rvic e s

The products and services provided by the program include:

• Incentives to homeowners for the  insta lla tion of qua lifying high-efficiency a ir conditioners
or e lectric hea t pumps. Incentives and qua lifying crite ria  a re  summarized in Table  l.

Table 1. Incentives Schedule

• Marketing costs include compensation of $25 per unit paid to contractors to encourage
program promotion and offse t costs associa ted with deta iled reporting required on each
P foj e t.

Education and promotional efforts designed to inform customers about the  benefits of
high-efficiency HVAC systems including educa tiona l brochures, program promotiona l
materia l, and TEP website  content.

Delivery Strategy and Administration

The stra tegy to be  employed for program delivery and administra tion is as follows:

The program will be  managed in-house  by TEP staff•

• TEP will provide  overa ll program management, marketing, planning and coordina tion of
customer and contractor participation tracking and technical support and evaluation.

• Key partnering re la tionships include :
o HVAC tra ining profe ss iona ls ,
o HVAC contractors tra ined in program procedures, and
o The Arizona Energy Office  to provide  tra ining, education and awareness.

P rogram implementa tion flow chart is  included in Appendix 1.
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Res identia l HVAC Program

Program Activities 2007 2008 z009
New Program submitted to ACC for approva l
Program approval (estimated)
Create  marketing materials and campaign
Conduct contractor tra ining
Conduct program promotions and marketing
Program implementa tion and delivery

e I
i \
\x

Process evaluation
Measure  verifica tion and impact evaluation
Redesi design program as needed

Ma rke t in g  a n d  Co m m u n ic a t io n s

The  marke ting and communica tions stra tegy will include  the  following components:

•

O

O

O

O

TEP will provide  program marketing and customer awareness-building through a  range  of
stra tegies including:

Promotions on the  TEP website  about the  benefits of purchasing high-efficiency
HVAC e quipme nt,
Advertising in major newspapers and other se lected print media  in the  TEP
service  region to ra ise  awareness of the  availability of the  program,
Providing infonnation through TEP 's customer care  center,
Developing marketing pieces including brochures and other colla tera l pieces to
promote  the  benefits  of qua lifying HVAC equipment, and
Assistance  with responding to customer inquiries about the  program, and how to
purchase  qua lifying HVAC equipment.

O

• The advertising campaign will communica te  tha t high-efficiency HVAC systems will he lp
reduce customer energy bills, provide equal or better comfort conditions, and are  beneficia l
for the  environment.

P ro g ra m  Im p le m e n ta t io n  S c h e d u le

Table  2 shows the  estimated timeline  for key program activities by quarter.

Tab le  2. Implementation  Schedu le

Measurement, Evaluation and Research Plan

TEP  will a dopt a  s tra te gy tha t ca lls  for inte gra te d da ta  colle ction tha t is  de s igne d to
provide  a  qua lity da ta  re s ource  for progra m tra cking, ma na ge me nt a nd e va lua tion. This
a pproa ch will e nta il the  following prim a ry a c tivitie s :

• Da ta b a s e  m a n a g e m e n t - As  pa rt of progra m ope ra tion, TEP  or a n a pprove d
contra ctor will colle ct the  ne ce s sa ry da ta  e le me nts  to popula te  the  tra cking
da ta ba se  a nd provide  pe riodic re porting.

In te g ra te d  im p le m e n ta t io n  d a ta  c o lle c t io n - TEP  will work with  the
imple me nta tion contra ctor to e s ta blish sys te ms  to colle ct the  da ta  ne e de d to
support e ffe ctive  progra m ma na ge me nt a nd e va lua tion through the

5



Res identia l HVAC Program

Total Program Budget $500,000
Total Administrative and O&M Cost Allocation $65,000
Managerial & Clerical $53,300
Travel & Direct Expenses $7,800
Overhead $3,900
Total Marketing Allocation $60,000
Internal Marketing Expense $30,000
Subcontracted Marketing Expense $30,000
Total Direct Implementation $360,000
Financial Incentives $259,200
Support Activity Labor $68,400
Hardware & Materials $18,000
Rebate Processing & Inspection $14,400
Total EM&V Cost Allocation $15,000
EM&V / Research Activity $13,500
EM&V Overhead $1,500

Year 2012
Total Budget $500,000 $515,000 $530,450 $546,364 $562,754
Incentives $259,200 $266,976 $274,985 $283,235 $291,732
Administrative Costs $240,800 $248,024 $255,465 $263,129 $271,023
Incentives as % of Budget 51.8% 51.8% 51.8% 51.8% 51.8%

implementation  and customer  application  processes.  The database tracking
system will  be in tegrated with  implementation data collection processes.

• Field verification - TEP or  an  approved contractor  will  conduct field ver ification
of the installation of a sample of measures throughout the implementation of the
program.

Tracldng of savings using deemed savings values -  TEP wil l  develop deemed
savings values for  each measure and technology promoted by the program and
per iodically review and revise the savings values to be consistent with  program
participation and accurately estimate the savings being achieved by the program.

This approach will  provide TEP with  ongoing feedback on program progress and enable
management to adjust  or  correct the program measures to be more effective,  provide a
higher  level of service,  and be more cost beneficial .  In tegrated data collection will
provide a high quality data resource for  evaluation activities.

Program B udget

The annual budget of approximately $500,000 will be allocated as shown in Table 3, while Table
4 provides the expected program budgets through 2012. Appendix 2 provides additional details
on the 2008 budget.

Table 3. 2008 Program Budget

Table 4. 2008 -- 2012 Program Budget

6



Res identia l HVAC Program

Ye a r 2009 2010 2011 2012
Number of expected participa ting units 1,090 1,123 1,157 1,191 1,227
Non-coincident peak (kW) 341 351 362 373 384
Coincident peak (kW) 341 351 362 373 384
Ene rgy S a vings  (kph) 989,680 1,019,371 1,049,952 1,081,450 1,113,894

Water Savings 2,627,173 Gallons
Sox 12,558 Lbs
NOt 20,860 Lbs
CON 10,971,076 Lbs

Estimated Energy Savings

Total annual participation goals and demand and energy savings are presented in Table 5. The
program expects, on average, 1,158 a ir conditioning and heat pump systems annually will
participa te  in the  program. Appendix 3 provides further information about estimated energy
savings for each measure, including the measure and program level benefit cost analysis.

Table 5. Residential Air Conditioning Program Annual Energy Savings

In addition to the  savings shown above, it is  estimated that the  program will produce the
additional benefits  from 2008 - 2012 presented in Table  6.

Table 6. Projected Environmental Benefits, 2008 - 2012

Program Cost Effectiveness

The cost effectiveness of each measure and each program as a whole was assessed using the Total
Resource Cost (TRC) test, the  Societa l Cost (SC) test and the Ratepayer Impact Measure  (RIM)
test. Measure analysis worksheets showing all energy savings, cost and cost-effectiveness
ca lcula tions a re  included in Appendix 3.

•

•

•

•

The cost effectiveness analysis requires estimation of:
net demand and energy savings attributable to the program,
net incremental cost to the  customer of purchasing qualifying equipment, and of
conducting qua lity insta lla tion and test & repa ir activities ,
TEP 's program administra tion costs,
the  present value of program benefits including TEP avoided costs over the  life  of the
measures: and
TEP lost revenues.•

Table  7 provides a  summary of the  benefit/cost analysis results for this program. A deta iled
benefit/cost analysis is presented in Appendix 3.

7



Res identia l HVAC Program

Cost Effectiveness Tests TRC
TRC

(Societal)
RIM

Benefit Cost Ra tio 1.35 1.68 0.62

Conservation Life  (yrs) : 1 5

0P ro a m  Life  (yrs ): 5

Demand AC ($ kW): $122.42
Summer Energy AC (33 kph) : 30.07218
Winte r Ene rgy AC ($ kwh): $0.05209
Ratio of Non-inc to Incentive  Costs 83.200
TRC Discount Rate 8.5000

Social Discount Rate 5.000 0

NTG Ra tio: 800 0

Table 7. Benefit-cost analysis results

In addition to estimating the savings from each measure, this analysis re lies on a  range of other
assumptions and financial data  provided in Figure  8.

Tab le  8. Other Financial As s umptions

8
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Res identia l HVAC Program

Budget Items Budget

Administrative

Manage ria l and  Cle ric a l Labor $53,300

Labor - Clerical $2,665 5.0%

Labor - Program Design $2,665 5.0%

Labor - Program Development $2,665 5.0%

Labor - Program Planning $7,995 15.0%

Labor - Program/Project Management $5,330 10.0%

Labor - Staff Management $5,330 10.0%

Labor - Staff Supervis ion $2,665 5.0%

Subcontractor Labor Clerical $2,665 5.0%

Subcontractor Labor - Program Design $5,330 10.0%

Subcontractor Labor - Program Development $2,665 5.0%

Subcontractor Labor - Program Planning $2,665 5.0%

Subcontractor Labor - Program/Project Management $10,660 20.0%

Subcontractor Labor - Staff Management $0 0.0%

Subcontractor Labor - Staff Supervision $0 0.0%

Subtotal Managerial and Clerical Labor $53,300 100.0%

Travel & Direct Expenses $7,800
Conference Fees $780 10.0%

Labor - Conference Attendance $780 10.0%

Subcontractor Conference Fees $156 2.0%

Subcontractor - Travel - Airfare $312 4.0%

Subcontractor - Travel - Lodging $156 2.0%

Subcontractor - Travel - Meals $156 2.0%

Subcontractor - Travel - Mileage $156 2.0%

Subcontractor - Travel - Parking $156 2.0%

Subcontractor Travel - Per Diem for Misc. Expenses $702 9.0%

Subcontractor Labor - Conference Attendance $156 2.0%

Travel - Airfare $1,092 14.0%

Travel - Lodging $780 10.0%

Tra vel - Mea ls $390 5.0%

Travel - Mileage $390 5.0%

Travel - Parking $234 3.0%

Travel Per Diem for Misc. Expenses $1,404 18.0%

Overhead (General and Administrative) - Labor and Materials $3,900

Equipment - Communications $78 2.0%

Equipment - Computing $78 2.0%

Equipment - Document Reproduction $78 2.0%

Equipment - General Office $78 2.0%

Equipment - Transportation $78 2.0%

Facilities - Lease/Rent Payment $0 0.0%

Labor - Accounts Payable $39 l .0%

Travel & Direct Expenses $7,800 100.0%

Appendix 2 -- Program Cos ts

2008 Program Costs Details

1 0



Res identia l HVAC Program

Budget Items Budget
Allocating
Rate (%)

Labor - Accounts Receivable $39 1.0%

Labor - Administrative $39 1.000

Labor - Automated Systems $0 0.0%

Labor - Communica tions $39 1.000

Labor - Contract Reporting $39 1.0%

oLabor - Co orate Services $39 1.000

Labor - Facilities  Maintenance $39 1.0%

Labor - Informa tion Technology $39 1.0%

Labor - Materials Management $39 1.0%

Labor - Procurement $39 1.0%

Labor - Regulatory Reporting $1,560 40.0° 0

Labor - Shop Services $39 1.0%

Labor - Telecommunica tions $39 1.0%

Labor - Transporta tion Services $39 1.0%

Office Supplies $39 1.0%

Postage $39 1.000

Subcontractor - Equipment - Communications $0 0.00 0

Subcontractor - Equipment - Computing $0 0.0%

Subcontractor - Equipment - Document Reproduction $0 0.000

Subcontractor - Equipment - General Office $0 0.000

Subcontractor - Equipment - Transportation $0 0.0%

Subcontractor - Facilities  - Lease Rent Payment $0 0.0%

Subcontractor - Office Supplies $0 0.000

Subcontractor - Postage $0 0.000

Subcontractor Labor - Accounts Payable $0 0.0%

Subcontractor Labor - Accounts  Receivable $0 0.0%

Subcontractor Labor - Administrative $0 0.000

Subcontractor Labor - Automated Systems $0 0.000

Subcontractor Labor - Communica tions $0 0.0%

Subcontractor Labor - Contract Reporting $0 0.0%

|Subcontractor Labor - Co orate Services $0 0.0%

Subcontractor Labor - Facilities Maintenance $0 0.0%

Subcontractor Labor - Information Technology FBO 0.0%

Subcontractor Labor - Materials Management $0 0.00 0

Subcontractor Labor - Procurement $0 0.000

Subcontractor Labor - Regulato Reporting $1,365 35.000

Subcontractor Labor .. Shop Services $0 0.0%

Subcontractor Labor - Telecommunica tions $0 0.0%

Subcontractor Labor - Transportation Services $0 0.000

11



Res identia l HVAC Program

Budget Items Budget

Subtotal Overhead $3, 900 100.0%

Total Adminis trat ive Costs $65,000

Marketing/Advertising/Outreach

Internal Marketing Expense $30. 000

Advertisements / Media Promotions $7,500 25.0%

Bill Inserts $1 ,200 4.0%

Brochures $1,800 6.0%

Door Hangers $0 0.0%

Labor - Business Outreach $1,500 5.0%

Labor - Customer Outreach $1,500 5.0%

Labor - Customer Relations $1,500 5.0%

Labor - Marketing $9,000 30.0%

Print Advertisements $4.500 15.0%

Radio Spots $1,500 5.0%

Subtotal Internal Marketing Expense $30,000 100.0%

Subcontracted Marketing Expense $30, 000

Subcontractor - Bill Inserts $1,500 5.0%

Subcontractor Brochures $1,500 5.0%

Subcontractor - Door Hangers $0 0.0%

Subcontractor - Print Advertisements $0 0.0%

Subcontractor - Radio Spots $3,000 10.0%

Subcontractor - Television Spots $0 0.0%

Subcontractor Labor - Business Outreach $1,500 5.0%

Subcontractor Labor - Customer Outreach $l,500 5.0%

Subcontractor Labor - Customer Relations $1,500 5.0%

Subcontractor Labor - Marketing $1,500 5.0%

Television Spots $0 0.0%

Website Development s l 8,000 /60.0%

Subtotal Subcontracted Marketing Expense $30,000 100, 00 o

Total MarketingA4dverfising/Outreaeh $60,000
Direct Implementation

Financial Incentives to Customers $259,200

Labor - Curriculum Development $5,472 8.0%

Labor - Customer Education and Training $27,360 40.0%

Labor - Customer Equipment Testing and Diagnostics $0 0.0%

Labor - Facilities Audits $20,520 30.0%

Subcontractor Labor - Facilities Audits $6,840 10.0%

Subcontractor Labor - Curriculum Development $3,420 5.0%

Subcontractor Labor - Customer Education and Training $3,420 5.0%

Activity - Labor $68,400

1 2



Res identia lHVAC Program

Budget Items Budget

Subcontractor Labor - Customer Equipment Testing and Diagnostics $1,368 2.0%

Hardware and Materials - Installation and Other DI Activity $18,000

Audit Applications and Forms $1 ,440 8.0%

Direct Implementation Literature $3,600 20.0%

Educa tion Materia ls $3,600 20.0%

Energy Measurement Tools $1,800 10.0%

Ins ta lla tion Hardware $1,800 10.0%

Subcontractor - Direct Implementa tion Litera ture $720 4.0%

Subcontractor - Educa tion Materia ls $720 4.0%

Subcontractor - Energy Measurement Tools $2,880 16.0%

Subcontractor - Ins ta lla tion Hardware $1,080 6,0%

Subcontractor -Audit Applications and Forms $360 2.0%

Subtotal Hardware and Materials $18,000 100.0%

Rebate Processing and Inspection - Labor and Materials $I4,400

La bor - Fie ld Verification $1 ,440 10.0%

Labor - Rebate Processing $0 0.0%

Labor - Site Inspections $1 ,440 10.0%

Rebate Applications $0 0.0%

Subcontractor - Rebate Applications $1 ,440 10.0%

Subcontractor Labor - Field Verification $2,880 20.0%

Subcontractor Labor - Rebate Processing $4,320 30.0%

Subcontractor Labor - Site Inspections $2,880 20.0%

Total Direct Implementation $360,000

Evaluation, Measurement and Verification

EM&V Labor and Materials $13,500

Labor - E M&V $675 5.0%

Ma te ria ls  - EM&V $675 5.0%

Subcontractor Labor - EM &V $12,150 90.0%
I

EM&V Overhead $1,500

Benefits - EM&V Labor $0 0.0%

Overhead - EM&V $750 50.0%

Subcontractor Overhead - EM&V $0 0.0%

Subcontractor Travel - EM &V $0 0.0%

Tra ve l - EM&V $750 50.0%

TotalEM& V $15,000

Tota l Budge t $500,000

Subtotal Activity $68,400 100.0%

Subtotal Rebate Processing and Inspection $14,400 100.0%

S ubtota l EM&V Activity - Labor $13,500 100.0%

SubtotalEM&V Overhead $1,500 100. 0%

S ee  a ccom pa nying Exce l s prea ds hee t for 2008-2012 progra m  budge ts .
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S ha de  Tre e  P rogra m

TEP  S h a d e  Tre e  P ro g ra m

P ro g ra m  Co n c e p t  a n d  De s c rip t io n

The purpose of the Shade Tree Program is to promote energy conservation and the environmental benefits
associated with planting low-water usage trees. TEP provides desert-adapted trees to residentia l
neighborhoods, low-income families, public areas and schools.

TEP has partnered with Trees for Tucson since 1992 and is proposing to increase  annual funding from
$78,000 to $160,000 and continue the successful and very popular Shade Tree Program in the future. The
Trees for Tucson program is administered through Tucson Clean and Beautiful, a  non-profit
environmenta l organiza tion. TEP is committed to continuing positive  community service  as well as
delivering programs that provide socie ta l and environmental benefits.

S ince 1992 Trees for Tucson has distributed approximately 50,000 trees for residentia l shade tree  planting
in TEP 's  se rvice  te rritory using DSM funding from TEP. Trees for Tucson a lso provides an educa tiona l
program giving presenta tions to schools and holding educational workshops every year. In addition to the
residential Shade Tree Program, Trees for Tucson also has a  community and school tree planting
program.

Requirements of the residential Shade Tree Program include locating trees on the south, west and east
sides of homes and within 15 feet of the homes. These requirements are necessary to provide direct
shading to the  buildings. All trees must be  planted in the  TEP service  area .

The community and the school contributions from the TEP Shade Tree Program may not necessarily
provide direct shading to the  building but it does provide trees to neighborhood streets and school yards
and other public areas. Even without energy and demand contributions from these  insta lla tions, trees
provide carbon sequestra tion and other benefits as outlined below in the  Program Rationale .

Target Market

•

The program has a  few primary markets:

Residentia l P rogram Allows TEP customers to purchase  two trees for only $6.00 each, if they
agree to plant them to shade their homes to reduce energy use.

Schools Program - In addition to planting trees a t schools, Trees for Tucson a lso offers education
to classroom. (See the  Marketing and Communications Section below.)

• Community Programs - Trees for Tucson has provided trees for non-profit community housing
projects and roadways.

Current Bas e line  Conditions

In the absence of the current TEP Shade Tree Program, in general, existing homeowners and non-
residentia l building opera tors do not understand the  energy benefits of planting trees. Most customers will
plant a  tree solely for aesthetic purposes.

1



S ha de  Tre e  P rogra m

P ro g ra m  Ra tio n a le

In addition to the  kW and kph savings rece ived from homes, there  is  significant benefit in the  CON
sequestration.

Some other environmental benefits from a Shade Tree Program include:

(1) P rovide  habita t for wildlife ,

(2) Absorb a ir and water pollutants ,

(3) Control s tonnwate r runoff, and

(4) Control soil e rosion and wind.

Planting trees conserves energy in a variety of ways:

(1) Shading reduces the  amount of radiant energy absorbed and stored by built surfaces including
surrounding hardscapes such as walls, pavement and gravel yards.

(2) Evapotranspira tion, converts liquid water in leaves to vapor, thereby cooling the  a ir.

(3) By reducing the  ve locity of wind, which slows the  infiltra tion of outside  a ir into inside  spaces.

Program Objectives

The primary program obi ective is to plant trees to provide energy and demand savings through the above-
mentioned conservation methods. A secondary objective is to educate  school-age children and the public
on the  conservation and environmental benefits of planting tress. Other benefits include the  many positive
environmental effects outlined in the  Program Rationale .

Products and Services Provided

TEP will provide  DSM funds for the  planting of trees  within the  guide lines  tha t provide  kph savings. In
addition, funds are , and will continue to be  used for the  Community and the  Schools tree  planting
projects. TEP 's funds a re  leveraged with a  significant in-kind contribution of labor, materia l and technica l
support from individuals and the Tucson community to make this program a success.

Res identia l - Up to two, five-ga llon trees  per res idence  a re  a llowed under the  TEP Shade  Tree  Program
(Within 15ft of the  building and on the  wes t, s outh or eas t s ides  of the  building). De ta iled planting and
ma inte na nce  informa tion is  provide d to e a ch re cipie nt whe n tre e s  a re  de live re d to a id with the  tre e s '
s urviva l. Tre e  ma inte na nce  a rticle s  a re  pla ce d in ne ighborhood ne ws le tte rs  informing re s ide nts  of
watering needs  during the critical summer months .

Schools  and Community - One or more  five-gallon or fifteen-gallon s ized trees  can be  planted on school
grounds  or in coimnunity hous ing projects  and a long ne ighborhood s tree ts  and a t non-profit facilities  for
beautification and shading.

2



Sha de  Tre e  P rogra m

Ed u c a t io n - Tre e s  for Tucs on provide s  e duca tiona l opportunitie s  for s chools  a nd the  public . The y offe r
pre se nta tions  on tre e s  a nd tre e  pla nting for e le me nta ry a nd s e conda ry s chool cla s s rooms , a s  we ll a s  tre e s
tours  of Tucs on.

All va rie tie s  of Mesquite  qua lify for the  program as we ll a s  othe r dese rt adapted, low wate r usage  trees .
Selection of trees is based on demand and availability. An example  of trees a llowed in the  program are:

O
O
O
O
O
O
O

* Mos t popula r

Chilean Mesquite*,
Ironwood,
Sweet Acacia ,
Ve lve t Mesquite ,
Blue  P a lo Ve rde*,
De se rt Willow*, a nd
Palo Brea

De live ry S t ra te g y a n d  Ad m in is t ra t io n

This program is managed and administered through Trees for Tucson a  Tucson Clean and Beautiful
program. The  program implementa tion plan is  included in Appendix 2.

m

Res iden tia l - TEP residentia l customers are  required to fill out a  Trees for Tucson applica tion in the
brochure  or on-line  a t www.tressfortucson.com. (See  Appendix 1 - Trees for Tucson Brochure .) Tree
choices listed on the  applica tion will vary depending on tree  availability from plant nurseries throughout
the  year. The most coir non trees used are  Mesquite , Blue Palo Verde, and Willow Acacia . Trees are
delivered to the  home of the  applicant within a  few weeks of receipt of the  applica tion by Trees for
Tucson.

School and  Community Pro jects - Trees for Tucson coordina tes with school and community groups
that have a  need for trees. This generally involves meeting on site  and offering recommendations on
appropriate  trees and, in some cases, helping coordinate the actual planting with students and other
volunteers (i.e ., Eagle  Scout groups, neighborhood residents, community service organization, e tc.).

Tra c kin g - During previous years TEP re lied on Trees for Tucson to monitor activity, track the  number
and type of trees planted, e tc. For the  proposed DSM program in order to monitor and evaluate  the
energy and demand savings associated with the  Shade Tree Program TEP will track tree  insta lla tions with
type of tree  and the  physical location of the  trees a t each address. This will require  TEP to develop a
tracking form and data  base and it will require  Trees for Tucson to complete  data  entry for each customer.

Marketing and Communications

Due to the  popularity of the  program, DSM revenues are  not normally a llocated for advertising and
promotion. Tucson Clean and Beautiful was directed by TEP to focus its  e fforts  on fulfilling orders for
those  customers on a  waiting list to receive  trees. In 2006 TEP did assist financia lly in the  production of
new brochures, a  tradeshow booth, and premium items as requested the approximate costs were $9,700
but this is not expected to be an annual expense.

3
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Program Activities 2007 2008 2009
Continue ongoing Shade Tree Program
New program pre  approval submit
New program approval (estimated)

4Imple me nta tion of ne w pro a m (kick off)
x
\

Process evaluation
Savings verifica tion
Program redesign as needed §

TEP employees currently inform customers about the program during speaking engagements and outreach
presentations. TEP also provides a  link from its Web site  to the  Tucson Clean and Beautiful Web site .

The  primary effort for marketing and education is  provided by Trees for Tucson. These  activities include:

Gen era l Bro ch u re - Trees for Tucson, with the  he lp of TEP has updated its  brochure  which gives
general benefits of tree  planting, educational opportunities, and an application. (See Appendix 1 - Trees
for Tucson Brochure),

Res iden tia l - Trees for Tucson leaves behind an educational information sheet on the  planting and on-
going care  for the trees,

-Presentations are  made on trees for e lementary and secondary school classrooms in an effort to
increase awareness of the importance of trees to the environment,
Schools

Tree  To u rs -Such tours, which include  an annual "Great Trees of the  Old Pueblo" are  conducted twice  a
year in and around Tucson, and.

Tree  Care  Wo rks h o p s Workshops are  held throughout the year and are  free to public, cover tree
se lection, planting, pruning and irriga tion, as proper tree  care  is crucia l to the  survival of newly planted
trees.

P ro g ra m  Im p le m e n ta t io n  S c h e d u le

TEP plans to continue existing funding to the  Shade Tree  Program until additional funding is approved
through this  tiling. Figure  l provides the  implementa tion schedule  for the  2008 - 2012 program cycle .

N

Table  1. Implementation  Schedu le

Mo n ito r in g  a n d  Eva lu a t io n  P la n

TEP  will a dopt a  s tra te gy tha t ca lls  for inte gra te d da ta  colle ction tha t is  de s igne d to provide  a
qua lity da ta  re s ource  for progra m tra cking, ma na ge me nt a nd e va lua tion. This  a pproa ch will
e nta il the  following prim a ry a c tivitie s :
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. 3sts2*Pwgyalw
ADMINISTRATION TEP (including M&V) I Labor $20,000
ADMINISTRATION Trees for Tucson | Labor $6,667
Cost and delve of the Trees to Customers DeliveryI $133,333

I
Total Residential, School, and Community Projects $160,000

Databas e management - As  part of program operation, TEP or an approved contractor
will collect the necessary data elements  to populate the tracking database and provide
periodic reporting.

Integrated implementation data collection - TEP will work with the  implementa tion
contractor to es tablish sys tems to collect the data needed to support elective program
management and evaluation through the implementation and cus tomer application
processes . The database tracking sys tem will be  integrated with implementation data
collection processes .

Field verification - TEP or  an  approved contractor  will  conduct field ver ification of the
installation of a sample of measures throughout the implementation of the program.

Tracking of s avings  us ing deemed s avings  values - TEP will develop deemed savings
values  for each measure and technology promoted by the program and periodically
review and revise the savings  values  to be cons is tent with program participation and
accurately es timate the savings  being achieved by the program.

This  approach will provide TEP with ongoing feedback on program progress  and enable
management to adjus t or correct the program measures  to be more effective, provide a higher
level of service , and be  more  cos t beneficia l. Integra ted data  collection will provide  a  high
quality data  resource for evaluation activities . ,

Program Cos ts

The TEP Shade Tree Program budget consists of several categories:

Direct implementation - This direct implementation cost includes the cost of the tree, the delivery truck,
and the labor associated with direct implementation. This is 83% of the total budget.

Administration - Trees for Tucson - This category consists of application processing and
documentation for program measurement and evaluation.

This category consists of budget monitoring, reporting, and program
measurement and evaluation.
Administration - TEP

Table 2. Program Costs

The annual budget of approximately $160,000 will be allocated as shown in Table 2, while Table 3
provides the expected program budgets through 2012. Appendix 3 provides an estimate of details on the
2008 budget. The budget for the program will not be adjusted for inflation during this period, and will
remain fixed. ,

5
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Ye a r 2808 21109 2010 2011 2012

Total Budget 33160,000 $160,000 $160,000 $160,000 s160,000

Incentives $133,333 $133,333 $133,333 $133,333 $133,333
Admini>trat1ve Costs $26,667 $26,667 $26,667 $26,667 $26,667
II1c€I1t1v€b ab of Budget 83.33 83.33 83.33 83.33 83.33

Ye a r 2088 2009 2018 2011 2012
Non coincident peak (kW) 0 0 0 0 0

Coincident peak (kW) 0 0 0 0 0

Ene rgy S a vings  (kph) 219 ,884 233,627 247,369 261,112 274,855

Water Savlngs 618,423 G a llons

SOx 2,956 Lb s

NO x 4,910 Lb s

CON 2,582,536 Lb s

Table 3. 2008 .- 2012 Program Budget

Estimated Energy Savings

Estimated savings were derived from a variety of secondary research and various assumptions were made
based on a  review of similar programs being opera ted by various utilities with similar climate
characteristics. The primary source  of information was taken from a  report compiled by Gregory
McPherson and James R. Simpson, Desert Southwest Communitv Tree  Guide - Benefits , Costs  and
Stra tegic P lanting by, 2004, (See  Appendix A of the  Desert Southwest Community Tree  Guide)

Total annual demand and energy savings goals are presented in Table 4. Because the energy benefits
derived from planting trees require years to derive, these annual savings are based on the expected
average annual savings to be achieved over 20 years, a llowing for 30% attrition for the  population of trees
planted each year. It is  expected tha t the  program will fund the  planting of approximate ly 5,800 trees
annually in the  2008 - 2012 program.

The past history of the  program is considered to be  a  good proxy for future  energy efficiency yie lds from
trees being planted in the 2008 - 2012 program because the quantity and mix of trees being planted, and
the markets being served, remained relatively consistent as the pogrom matured. Past history also
indica tes tha t the  tree  mix is  approximate ly 60% Mesquite  varie ty, 10% Willow Acacia , 20% Conifers,
and 10% from various other qualified species.

Table 4. Representative Annual Shade Trees Program Energy Savings

In addition to the  savings shown above, it is  estimated that the  program will produce the  additional
benefits from 2008 - 2012 presented in Table  5, again based on historic program activity.

Table 5. Projected Environmental Benefits, 2008 - 2012, based on Historic Program Performance

6
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Q
s

Benefit/Cost Ra tio 2.28 3.01 0.98

Conservation Life  (yrs)1 20
Program Life  (yrs) : 5
Demand AC ($/kW) : $128.24
Summer Energy AC ($/kWh)3 $007314
Winter Energy AC ($/kWh) : $0.06310
Ratio of Non-inc to Incentive  Costs 20.0° 0
IP  Dis count Ra te : 8.50%
Socia l Discount Rate 5.00° 0
NTG Ra tio: 95%

P ro g ra m  Co s t Effe c tive n e s s

Table  6 provides a  summary of the  benefit/cost analysis results for this program. As discussed previously,
these values represent an analysis of past program activity and represent the average annual cost-benefit
performance of the program at current avoided costs. A detailed benefit/cost analysis is presented in
Appendix 4. A conservation life  of 20 years was se lected to provide the  current avoided capacity and
energy costs values for program activity in 1993.

Table 6. Benefit-cos t analys is  res ults

Additional financia l assumptions are  provided in Table  7.

Table 7. Other Financial Assumptions

7
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I

Appendix 1 .- Trees  for Tucs on Brochure
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TEP modifies the Shade
Tree program as
necessary

Customer
completes Trees
for Tucson
application

Trees tr Tucson
will deliver the
tree to the
residence after
confirming the
Customers is
home

Trees tr Tucson
will track
intimation
about the
residence

TEP Residential
Customer

TEP will monitor
savings and
evaluate the
program

Trees for Tucson will set
up appointments with
School and Community
coups to plant trees or

provide educational
seminars

h..

If applicable
Trees for Tucson
will track
infonnation
about the
building

The School or Community
Group contacts Trees for
Tucson

School and
Community
Programs

Appendix 2 - Shade Tree Program Implementation Proces s

-> n

- > - >
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Budget Items Budget
Allocation
Rate (°/,)

Adm inis tra tive

Managerial and Clerical Labor $9,600

La bor - Clerica l $480 5.000

Labor - Program Des ign $480 5.0%

Labor - Program Development $480 5.0%

Labor - Program Planning $1,440 15.000

Labor - Program/Project Management $960 10.0%

Labor - S ta ff Management $960 10.0%

Labor - S ta ff Supervis ion $480 5.0%

Subcontractor Labor - Clerical $480 5.0%

Subcontractor Labor - Program Design $960 10.000

Subcontractor Labor - Program Development $480 5.0%

Subcontractor Labor - Program Planning $480 5.000

Subcontractor Labor - Program/Project Management $1,920 20.0%

Subcontractor Labor - Staff Management $0 0.000

Subcontractor Labor - Staff Supervision $0 0.000

Travel & Direct Expenses $0

Conference Fees $0 0.000

Labor - Conference Attendance $0 0.0%

Subcontractor - Conference Fees $0 0.0%

Subcontractor - Travel - Airfare $0 0.0%

Subcontractor - Travel - Lodging $0 0.0%

Subcontractor - Travel - Meals so 0.0%

Subcontractor - Travel - Mileage $0 0.000

Subcontractor - Travel - Parking $0 0.000

Subcontractor - Travel - Per Diem for Misc. Expenses $0 0.0%

Subcontractor Labor - Conference Attendance $0 0.000

Tra vel - Airfa re $0 0.000

Tra vel - Lodging $0 0.0%

Tra vel - Mea ls $0 0.0%

Travel - Mileage $0 0.000

Travel - Pa rking $0 0.000

Travel - Per Diem for Misc. Expenses $0 0.000

Overhead (General and Administrative) - Labor and Materials $6,400

Equipment - Communications $128 2.0%

Equipment - Computing $128 2.000

Equipment - Document Reproduction $128 2.000

Equipment - Genera l Office $128 2.000

Subtotal Managerial and Clerical Labor $9,600 100.000

Travel & Direct Expenses $0 0.0%

Appendix 3 - Program Cos ts

2008 Program Costs Details
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Budget Items Budget

Equipment - Transportation $128 2.0%

Facilities - Lease/Rent Payment so 0.0%

Labor - Accounts Payable $64 1.0%

Labor - AccountsReceivable $64 I .0%

Labor - Administrative $64 I .0%

Labor - Automated Systems $0 0,000

Labor - Communications $64 1.0%

Labor - Contract Reporting $64 1.0%

ILabor - Co orate Services $64 1.0%

Labor - Facilities Maintenance $64 l .0%

Labor - [ntlormation Technology $64 1.0%

Labor - Materials Management $64 1.0%

Labor - Procurement $64 1.0%

Labor - Regulato Reporting $2,560 40.0%

Labor - Shop Services $64 1.0%

Labor - Telecommunications $64 1.0%

Labor - Transportation Services $64 l .0%

Office Supplies $64 1.0%

Po s ta g e $64 1.0%

Subcontractor - Equipment - Communications $0 0.0%

Subcontractor - Equipment - Computing $0 0.0%

Subcontractor Equipment - Document Reproduction $0 0.0%

Subcontractor - Equipment - General Office $0 0.0%

Subcontractor - Equipment Transportation $0 0.0%

Subcontractor - Facilities - Lease/Rent Payment $0 0.0%

Subcontractor - Office Supplies $0 0.0%

Subcontractor - Postage $0 0.0%

Subcontractor Labor - Accounts Payable $0 0.0%

Subcontractor Labor - Accounts Receivable $0 0.0%

Subcontractor Labor - Administrative $0 0.0%

Subcontractor Labor - Automated Systems $0 0.0%

Subcontractor Labor - Communications $0 0.0%

I ISubcontractor Labor - Contract Re ring $0 0.0%

ISubcontractor Labor - Co orate Services $0 0.0%

Subcontractor Labor - Facilities Maintenance $0 0.0%

Subcontractor Labor Information Technology $0 0.0%

Subcontractor Labor - Materials Management $0 0.0%

11
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Budget Items Budget

Subcontractor Labor - Procurement $0 0.0%

Subcontractor Labor - Regulato Reporting $2,240 35.0%

Subcontractor Labor - Shop Services $0 0.0%

Subcontractor Labor Telecommunications $0 0.0%

Subcontractor Labor - Transportation Services $0 0.0%

Subtotal Overhead $6,400 100,000

Total Administrative Costs $16,000
Marketing/Advertising/Outreach

Internal Marketing Expense $0

Advertisements / Media Promotions $0 25.0%

Bill Inserts $0 4.0%

Brochures so 6.0%

Door Hangers $0 0.0%

Labor - Business Outreach $0 5.0%

Labor - Customer Outreach $0 5.0%

Labor - Customer Relations $0 5.0%

Labor - Marketing $0 30.0%

Print Advertisements $0 15.0%

Radio Spots $0 5.0%

Subtotal Internal Marketing Spense $0 100.0%

Subcontracted Marketing Expense $0

Subcontractor - Bill Inserts $0 5.0%

Subcontractor - Brochures $0 5.0%

Subcontractor - Door Hangers $0 0.0%

Subcontractor - Print Advertisements $0 0.0%

Subcontractor - Radio Spots $0 10.0%

Subcontractor - Television Spots $0 0.0%

Subcontractor Labor - Business Outreach $0 5.0%

Subcontractor Labor - Customer Outreach $0 5.0%

Subcontractor Labor - Customer Relations $0 5.0%

Subcontractor Labor - Marketing $0 5.0%

Televis ion Spots $0 0.0%

Website Development $0 60.0%

Subtotal Subcontracted Marketing Expense $0 100.0%

Direct Implementation

Financial Incentives to Customers $133,333

Total Marketing/Advertising/Outreach $0

Activity - Labor $6,667

12
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Budget Items Budge t

Labor - Curriculum Development $533 8.0%

Labor - Customer Education and Training $2,667 40.000

Labor - Customer Equipment Testing and Diagnostics $0 0.0%

Labor - Facilities  Audits $2,000 30.0%

Subcontractor Labor - Facilities Audits $667 10.0%

Subcontractor Labor - Curriculum Development $333 5.0%

Subcontractor Labor - Customer Education and Training $333 5.0%

Subcontractor Labor - Customer Equipment Testing and Diagnostics $133 2.0%

Hardware and Materials - Installation and Other DI Activity $0
Audit Applications and Forms $0 8.0%

Direct Implementation Literature $0 20.0%

EducationMaterials $0 20.0%

Energy Measurement Tools $0 10.0%

Ins ta lla tion Hardware $0 10.0%

Subcontractor - Direct Implementation Literature $0 4.0%

Subcontractor - Education Materials $0 4.0%

Subcontractor - Energy Measurement Tools $0 16.0%

Subcontractor - Installation Hardware $0 6.0%

Subcontractor ~Audit Applications and Forms $0 2.0%

Subtotal Hardware and Materials $0 100. 00 (1

Rebate Processing and Inspection - Labor and Materials $0

Labor - Field Verification $0 10.0%

Labor - Rebate Processing $0 0.0%

Labor - Site Inspections $0 10.0%

Reba te Applica tions $0 0.0%

Subcontractor - Rebate Applications $0 10.0%

Subcontractor Labor - Field Verification $0 20.0%

Subcontractor Labor - Rebate Processing $0 30.0%

Subcontractor Labor - Site Inspections $0 20.0%

Total Direct Implementation $140,000

Evaluation, Measurement and Verification

EM&V Labor and Materials $3,600

La bor - EM&V $180 5.0%

Materia ls  - E M&V $180 5.0%

Subcontractor Labor - E M&V $3,240 90.0%

EM&V Overhead $400

Benefits  - E M&V La bor $0 0.0%

Overhea d - EM&V $200 50.0%

Subcontractor Overhead - EM&V $0 0.0° o
Subcontractor Travel - EM &V $0 0.00 0

Tra ve l - EM&V $200 50.0%

Subtotal Activity $6,667 100.000

Subtotal Rebate Processing and Inspection $0 100.0%

Subtotal EM&VActivity - Labor $3,600 100.0%

1 3
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Budget Items

Subtotal EM&V Overhead $400 100.0%

Total EM&V $4,000

Tota l Budge t $160,000

See accompanying Excel spreadsheet for program budgets.
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Compa ct Fluore s ce nt La mp Buydown P rogra m

TEP  Co m p a c t  Flu o re s c e n t  La m p  Bu yd o wn  P ro g ra m

P ro g ra m  Co n c e p t  a n d  De s c rip t io n

This Program promotes energy efficient Energy S tar approved lighting products. Qualified products
include compact fluorescent lamps ("CFLs") in a  wide  range of sizes and configura tions. The Program is
an up-stream intervention program, and it will opera te  by soliciting discount pricing from manufacturers
and distributing qua lifying products  through re ta ile rs  in TEP 's  se rvice  region. Discount pricing from
manufacturers will be  established through a  bid process. Customers will be  referred to participating
retailers to purchase products. Participating retailers are  expected to include home improvement centers,
lighting equipment stores, department stores, and supermarkets. Discount pricing will be  passed on to
consumers through a  negotiated agreement with lighting manufacturers and retailers.

TEP will provide  consumer education on the  benefits  of qualifying equipment and will promote  the
Program through TEP promotional events, the  TEP website , vendor advertising and point-of-sale
displays. The  Program will a lso provide  tra ining to participa ting re ta ile rs  on the  benefits  of qua lifying
products, promotional activities by TEP, and how to promote  the  products in store .

Target Market

The target market for this Program is residentia l and small business customers in TEP's service region.

Current Bas e line  Conditions

TEP recognizes that the  market for CFLs has matured within the  last few years. More  lamp sizes and
configura tions are  available , and light quality, performance  and durability have  improved significantly.
Pricing has now come down to a  level tha t is  more  competitive  with conventional incandescent lighting.
Still, barriers remain to the widespread purchase of CFLs as the standard lamp choice. While  TEP has not
conducted a  fontal baseline  study and does not have firm data  on the  current market penetra tion of CFLs,
it is  the  Company's perception tha t they still represent a  re la tive ly small fraction of the  overa ll screw-in
lamp market. This Program is intended to stimulate  widespread acceptance of CFLs as the lamp of choice
for both replace-on-burnout situations, as well as a  means of reducing consumer energy costs. In order to
substantiate  the baseline assumptions made in the preparation of this plan, TEP is proposing to conduct a
formal baseline study but funding for the baseline study will be  requested in a  separate  docket.

P ro g ra m  Elig ib ility

The Program is available  to a ll TEP customers. It is expected that the bulk of purchases will be made
primarily by residentia l customers and, secondarily, by small business customers. While  the  Program is
targeted at TEP customers, it's expected that there  will be some spillover to customers of other
ne ighboring utilities . TEP will employ marke ting and de livery stra tegies tha t will be  designed to limit

1



Compact Fluorescent Lamp Buydown Program

participa tion by non-TEP customers. The Program will limit purchases of discounted products to no more
than 10 lamps per customer for any one purchase.

Program Rationale

Improving the  efficiency of home and small business lighting is an action that TEP customers can
understand and take on their own without the  need for complex or deta iled savings and cost analysis. In
addition, while  CFL performance has improved and cost has come down in recent years, market barriers
still exist to their widespread adoption. Market bam'ers include the  higher cost of lamps compared to
incandescent lamps, lingering performance uncertainties, and lack of awareness about the savings and
benefits. In addition, the  up-stream buydown program design provides price  discounts a t the  point of
purchase  and e liminates the  "hassle  factor" tha t could be  associa ted with a ltera tive  program designs such
as a  rebate program. Experience has shown that an up-stream buydown program design for this
technology has been highly effective elsewhere in the sta te  and around the country and is an efficient and
highly cost-e ffective  way to promote  energy e fficient lighting.

P ro g ra m  Ob je c t ive s

The objectives of the Program are to:
- Reduce peak demand and overall energy consumption in homes and small business facilities,

- Increase  the  ava ilability of energy e fficient lighting products  in the  marke tplace , and
. Increase  the  awareness and knowledge of re ta ilers and TEP customers on the  benefits of energy

efficient lighting products .

P ro d u c ts  a n d  S e rvic e s  P ro vid e d

The products and services provided by the Program include:
Discount pricing of qua lified CFLs including screw-in spira l CFL replacements for s tandard
base incandescent lamps, spot and flood CFLs, and dimming CFLs,

. Education and promotional e fforts  designed to inborn consumers and re ta ile rs about the
benefits  of energy efficient lighting products, including educational brochures, P rogram
promotional materia l, TEP website  content, and point-of-sa le  displays with promotional
materia ls , and
Customer referra ls to participa ting re ta il outle ts.

•

Delivery Strategy and Administration

The stra tegy to be  employed for Program delivery and administra tion is as follows:
The Program will be  implemented by a  third party implementa tion contractor.
TEP will solicit participa tion of lighting manufacturers in the  Program through an RFP process.
Manufacture rs  will work directly with the ir re ta ile rs  to coordina te  P rogram de livery.

o Soliciting of discount pricing from manufacture rs  in conjunction with TEP ,
o Identifying and coordina ting with se lected re ta il outle ts ,

2



Compact Fluorescent Lamp Buydown Program

Training reta il outle t sa les and management staff, and
o Tracking Program progress and reporting to TEP.

TEP will provide  overa ll P rogram management, marketing, quality control, and evaluation.
Key partnering re la tionships include :

o The implementa tion contractor,
o Lighting manufacture rs ,
o Lighting re ta ile rs ,
o Local organizations that can help promote  the  Program, and
o The Arizona Energy Office  to provide  tra ining, education and awareness.

O

The Program implementa tion flow chart is  included in Appendix 1.

Marketing and Communications

•

O

O

O

O

O

O

The marketing and communica tions stra tegy will include  the  following components:
TEP will provide  Program marketing and customer awareness building through a  range of
stra tegies including:

o Promotions on the  TEP website  about the  benefits  of purchasing energy efficient lighting
products and announcement of specia l pricing and promotional events,
Advertising in major newspapers and other se lected print media  in the  TEP service  region
to ra ise  awareness of the  availability of the  Program and attract customers to re ta il
outle ts ,
Working with the  implementa tion contractors to develop and coordina te  point-of-sa le
advertising a t participa ting re ta il outle ts ,
Providing information through TEP 's customer care  center, and

o Genera l ongoing promotion of the  Energy S tar label and the  value  of Energy S tar lighting
and appliances.

The  implementa tion contractor will provide  genera l program marke ting in conjunction with TEP
marke ting e fforts  including:

Development of point-of-sa le  marketing pieces and coordina tion of point-of-sa le
marketing displays with participating re ta ilers including a isle  end cap displays, S ignage,
brochures and other point-of-sa le  colla tera l pieces to promote  the  benefits of qualifying
products and announce special pricing and promotional events,
Scheduling and coordina tion of specia l pricing and promotional events with participa ting
re ta ile rs ,
Assistance with responding to customer inquiries about the  Program and where  to
purchase  qua lifying products, and
Tra ining participa ting re ta ile rs  on communica ting the  ava ilability and benefits  of
qualifying products to the ir customers.

The  advertising campaign will communica te  tha t energy efficient lighting products will he lp reduce
customer energy bills , provide  equal or be tte r lighting output and quality, last up told times longer
requiring fewer replacements, and are  beneficia l for the  environment.

O
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Compact Fluorescent Lamp Buydown Program

Program Activities 2007 2008 2009
•S ubmit P ro a m for a pprova l

Program approval (estimated)
Prepare and submit RFP
Selection of implementation contractors
Selection of lighting manufacturers
Create  marketing materials and campaign

•P ro a m kick-off a nd imple me nta tion
Specia l promotional and pricing campaigns
Process  evaluation
Measure  verifica tion and impact evaluation

DesiRedesi •I Program as needed

Program Implementation Schedule

Table  1 shows the  estimated timeline  for key Program activities by quarter.

Table 1. Implementation Schedule

Measurement, Evaluation and Research Plan

TEP  will a dopt a  s tra te gy tha t ca lls  for inte gra te d da ta  colle ction tha t is  de s igne d to provide  a
qua lity da ta  re s ource  for P rogra m tra cking, ma na ge me nt a nd e va lua tion. This  a pproa ch will
e nta il the  following prim a ry a c tivitie s :

Database management - As part of Program operation, TEP or an approved contractor
will collect the necessary data elements to populate the tracking database and provide
periodic reporting.

Integrated implementation data collection - TEP will work with the implementation
contractor to establish systems to collect the data needed to support effective Program
management and evaluation through the implementation and customer application
processes. The database tracking system will be integrated with implementation data
collection processes.

Fie ld  ve rific a t io n - TEP  or a n a pprove d contra c tor will conduct fie ld ve rifica tion of the
ins ta lla tion of a  s a mple  of me a sure s  throughout the  imple me nta tion of the  P rogra m.

Tracking of savings using deemed savings values - TEP will develop deemed savings
values for each measure and technology promoted by the Program and periodically
review and revise the savings values to be consistent with Program participation and
accurately estimate the savings being achieved by the Program.

This approach will provide TEP with ongoing feedback on Program progress and enable
management to adjust or correct the Program measures to be more effective, provide a higher

4



Compact Fluorescent Lamp Buydown Program

To ta l P ro g ram Bu d g e t $700,000

Total Administrative Cost Allocation

Ma na ge ria l & Cle rica l $17,448
Travel & Direct Expenses $914
Overhead $37,638
Total Administrative Cost $56,000
To ta l Marke tin g  Allo ca tio n
Inte rna l Marke ting Expense $42,000
Subcontracted Marketing Expense $42,000
Total Marketing Cost $84, 000
Total Direct Implementation
Financial Incentives to Upstream Participants $473,480
S upport Activity Labor $0
Hardware  & Mate ria ls $5,320
Rebate Processing & Inspection $53,200
Total Direct Installation Cost $532,000
Total ElVI&V Cost Allocation
EM&V Ac tiv ity $15,684
EM&V Ove rhe a d $12,316
Total EM& V Cost $28,000

Ye a r 2008 2009 2010 2011 2012
Tota l budge t $700,000 $721 ,000 $742,630 $764,909 $787,856
Incentives $473,480 $487,684 $502,315 $517,384 $532,906
Administra tive  Costs $226,520 $233,316 $240,315 $247,525 $254,950
Incentives as o o of budget 67.60 0 67.6° 0 67.6° o 67.60 O 67.6° 0

le ve l of s e rvice , a nd be  more  cos t be ne ficia l. Inte gra te d da ta  colle ction will provide  a  high
qua lity da ta  re source  for e va lua tion a ctivitie s .

Program Budget

The annual budget of approximate ly $700,000 will be  a llocated as shown in Table  2, while  Table  3
provides the expected Program budgets through 2012 which includes an escalation rate  of 3% per year.
Appendix 2 provides addition deta ils on the  2008 budget.

Table 2. 2008 Program Budget

Table 3. 2008 - 2012 Program Budget

Es tim a te d  En e rg y S a vin g s
The Program offers manufacturer incentives on a  range of integral CFL lamps, from 13 to 55 watts. Table
4 provides the assumed base lamp wattage, and corresponding CFL wattages as recommended by
manufacturers. This table also provides the expected demand and energy savings, based on an anticipated
854 hours of annual usage.

5



Compact Fluorescent Lamp Buydown Program

DEMAND/ENERGY SAVINGS

Fixture

Ty I

Inc.

Fixture
Watt

Range

lac.
Fixture
Watts*

CFL

Fixture
Watt

Range

.

CFL

Fixture
Lumen
Range

CFL
Fixture
Watts*

40
60
75

100

l3»19
20»24
25,30
3265

450 (0 799
800 to 1099

I 100 no 2599
2600 or Greater

16
22
ZN
43

0.024
0,038
0.04s
0.057

4
6
7
9

17
27
33
40

ES Integral
CFL

40
60
75

100

Year
Projected Lamp Sola 305,47I 314,635 324,074 333,796 343,810
Nomcoinoident peak (kW) I1,470 11,815 12,169 l2,$34 12,910
Coinoidenl peak (kW) 1,147 I,1sI 1,217 l,2$3 1,291
Energy Savings (kph) 9,796,898 10,090,805 I0,393,$30 l0,70$,33$ I l,026,49$

Wares Savings 26,006,532 Gallons
80x 124,311 Lbs
NOt 206,492 Lbs
CON 108,603,278 Lbs

Table 4. Projected Lamp Sales and Capacity and Energy Benefits

Table  5 shows estimated energy savings from this Program for program years 2008 through 2012, while
Table  6 shows the  projected annual environmental benefits. See Appendix 3 for more  information about
estimated energy savings for each measure, and the weighted average savings based on projected lamp
marke t participa tion.

Table 5. Pro.iected Lamp Sales and Capacity and Energy Benefits

Table 6. Projected Environmental Benefits, 2008 - 2012

P ro g ra m  Co s t Effe c tive n e s s

The cost effectiveness of each measure and each program as a whole was assessed using the Total
Resource Cost ("TRC") test, the  Socie ta l Cost ("SC") test and the  Ratepayer Impact Measure  ("RLlV[")
test. Measure  analysis worksheets showing all energy savings, cost and cost-effectiveness calculations
are  included in Appendix 3.

The cost effectiveness analysis requires estimation of:
net demand and energy savings attributable to the program,
net incremental cost to the  customer of purchasing qualifying products,
TEP 's Program administra tion costs,
the present value of Program benefits including TEP avoided costs over the life  of the measures,
and
TEP lost revenues.
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Compact Fluorescent Lamp Buydown Program

Conservation Life  (yrs)1 7.3
Program Life  (yrs) : 5

Demand AC (55/kW) : $111.90

Summer Energy AC ($/kWh)3 $0.07100

Winte r Energy AC (S /kwh) : $ 0 0 5 1 7 0
Ratio of Non-inc to Incentive  Costs 47.800
IP  Dis count Ra te : 8.50%

Social Discount Rate 5.00%

NTG Ra tio: 60%

4

. \

m
3TI"R(2 so ,

: j \

Benefit/Cost Ra tio 2.05 2.33 0.48

In addition to estimating the savings from each measure, this analysis relies on a  range of other
assumptions and Financial data. Table 7 summarizes data used in the cost effectiveness analysis and the
data sources.

Table 7. Cost-Effectiveness Analysis Assumptions

Table  8 provides a  summary of the  benefit/cost analysis results for this Program. A detailed benefit/cost
analysis is presented in Appendix 3.

Table 8. Benefit/Cost Analysis Results Summary

7
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Compact Fluorescent Lamp Buydown Program

Budget Items Allo c a tio n  Ra te  (%)

Administrative

Managerial and Clerical Labor $17,448

Labor - Clerical $872 5.0%

Labor - Program Design $872 5.0%

Labor - Program Development $872 5.0%

Labor - Program Planning $2,617 15.0%

Labor - Program/Proj et Management $1,745 10.0%

Labor - Staff Management $1,745 10.0%

Labor - Staff Supervision $872 5.0%

Subcontractor Labor - Clerical $872 5.0%

Subcontractor Labor - Program Design $1,745 10.0%

Subcontractor Labor - Program Development $872 5.0%

Subcontractor Labor - Program Planning $872 5.0%

Subcontractor Labor - Program/Proj act
Management

$3,490
20.0%

Subcontractor Labor - Staff Management $0 0.0%

Subcontractor Labor - Staff Supervision $0 0.0%

Subtotal Managerial and Clerical Labor $17,448 100. 000

Travel & Direct Expenses $914

Conference Fees $274 30.0%

Labor - Conference Attendance $183 20.0%

Subcontractor - Conference Fees $18 2.0%

Subcontractor - Travel - Airfare $37 4.0%

Ap p e n d ix 2 - P ro g ra m  Bu d g e ts

See accompanying Excel spreadsheet for 2008-2012 Program budgets.
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Compact Fluorescent Lamp Buydown Program

Budget Items Budget

Subcontractor - Travel Lodging $0 0.0%

Subcontractor - Travel - Meals $0 0.0%

Subcontractor - Travel - Mileage $0 0.0%

Subcontractor - Travel - Parking $0 0.0%

Subcontractor - Travel - Per Diem for Misc.
Expenses

$73 8.0%

Subcontractor Labor - Conference Attendance $18 2.0%

Travel - Airfare $128 14.0%

Travel - Lodging $55 6.0%

Travel - Meals $27 3.0%

Travel Mileage $9 l .0%

Trave l - Pa rking $0 0.0%

Travel - Per Diem for Misc. Expenses $91 10.0%

Subtotal Travel and Direct Expenses $914 I00. 00 o

Overhead (General and Administrative) - Labor
and Materials $37,638

Equipment - Communications $753 2.0%

Equipment - Computing $753 2.0%

Equipment - Document Reproduction $753 2.0%

Equipme nt Ge ne ra l Office $753 2.0%

Equipment - Transportation $753 2.0%

Facilities - Lease/Rent Payment $0 0.0%

Labor - Accounts Payable $376 l .0%

Labor - Accounts Receivable $376 l .0%

Labor - Adminis trative $376 l .0%

Labor - Automated Systems $0 0.0%

Labor - Communications $376 1 .0%

10



Compact Fluorescent Lamp Buydown Program

Budget Items

Labor - Contract Reporting $376 1.0%

Labor - Corporate Services $376 1 .0%

Labor - Facilities  Maintenance $376 1 .0%

Labor - Information Technology $376 1.0%

Labor - Materia ls  Management $376 l .0%

Labor - Procurement $376 1 .0%

Labor - Regulatory Reporting $15,055 40.0%

Labor - Shop Services $376 1.0%

Labor - Te lecolmnunica tions $376 1 .0%

Labor - Transporta tion Services $376 l .0%

Office  Supplies $376 1.0%

Postage $376 l .0%

Subcontractor - Equipment - Communications $0 0.0%

Subcontractor - Equipment - Computing $0 0.0%

Subcontractor - Equipment - Document
Reproduction

$0 0.0%

Subcontractor - Equipment - General Office $0 0.0%

Subcontractor - Equipment - Transporta tion $0 0.0%

Subcontractor - Facilities - Lease/Rent Payment $0 0.0%

Subcontractor - Office  Supplies $0 0.0%

Subcontractor - Postage $0 0.0%

Subcontractor Labor - Accounts Payable $0 0.0%

Subcontractor Labor - Accounts Receivable $0 0.0%

Subcontractor Labor - Administra tive $0 0.0%

Subcontractor Labor - Automated Systems $0 0.0%

Subcontractor Labor - Communications $0 0.0%

Subcontractor Labor - Contract Reporting $0 0.0%

11
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Budget Items Budget

Subcontractor Labor - Corporate Services $0 0.0%

Subcontractor Labor - Facilities Maintenance $0 0.0%

Subcontractor Labor - Infonnation Technology $0 0.0%

Subcontractor Labor Materials Management $0 0.0%

Subcontractor Labor - Procurement $0 0.0%

Subcontractor Labor - Regulatory Reporting $13,173 35.0%

Subcontractor Labor - Shop Services $0 0.0%

Subcontractor Labor - Telecommunications $0 0.0%

Subcontractor Labor - Transportation Services $0 0.0%

Subtotal Overhead $37,638 I00. 0%

Total Administrative Costs $56,000

Marketing/Advertising/Outreach

Internal Marketing Expense $42,000

Advertisements / Media Promotions $10,500 25.0%

Bill Ins erts $1,680 4.0%

Brochures $2,520 6.0%

Door Hangers $0 0.0%

Labor - Business Outreach $2,100 5.0%

Labor - Customer Outreach $2,100 5.0%

Labor - Customer Relations $2,100 5.0%

Labor - Marketing $12,600 30.0%

Print Advertis ements $6,300 15.0%

Radio Spots $2,100 5.0%

Subtotal Internal Marketing Expense $42,000 100. 000

Subcontracted Marketing Expense $42,000

Subcontractor - Bill Inserts $2,100 5.0%

12



Compact Fluorescent Lamp Buydown Program

Budget Items Budget

Subcontractor - Brochures $2,100 5.0%

Subcontractor - Door Hangers $0 0.0%

Subcontractor - Print Advertisements $0 0.0%

Subcontractor - Radio Spots $4,200 10.0%

Subcontractor Television Spots $0 0.0%

Subcontractor Labor - Business Outreach $2,100 5.0%

Subcontractor Labor - Customer Outreach $2,100 5.0%

Subcontractor Labor - Customer Relations $2,100 5.0%

Subcontractor Labor - Marketing $2,100 5.0%

Television Spots $0 0.0%

Website Development $25,200 60.0%

Subtotal Subcontracted Marketing Expense $42, 000 100.0%

Total Marketing/A dverfising/Outreach $84,000

Direct Implementation

Financial Incentives to Customers $4 ?3,480

Activity - Labor $0

Labor - Curriculum Development $0 8.0%

arbor - Customer Education and Training $0 40.0%

Labor - Customer Equipment Testing and
Diagnostics

$0 0.0%

Labor - Facilities Audits $0 30.0%

Subcontractor Labor - Facilities Audits $0 10.0%

Subcontractor Labor - Cubiculum Development $0 5.0%

Subcontractor Labor - Customer Education and
Training

$0
5.0%

Subcontractor Labor - Customer Equipment
Testing and Diagnostics

$0 2.0%

13



Compact Fluorescent Lamp Buydown Program

Budget Items Budget

Subtotal Activity $0 100.0%

Hardware and Materials - Installation and
Other DI Activity $5,320

Audit Applications and Forms $426 8.0%

Direct Implementation Literature $1,064 20.0%

Education Materials $1,064 20.0%

Energy Measurement Tools $532 10.0%

Installation Hardware $532 10.0%

Subcontractor - Direct Implementation Literature $213 4.0%

Subcontractor - Education Materials $213 4.0%

Subcontractor - Energy Measurement Tools $851 16.0%

Subcontractor - Installation Hardware $319 6.0%

Subcontractor -Audit Applications and Forms $106 2.0%

Subtotal Hardware and Materials $5,320 I00.0%

Rebate Processing and Inspection - Labor and
Materials $53,200

Labor - Field Verification $5,320 10.0%

Labor - Rebate Processing $0 0.0%

Labor - Site Inspections $5,320 10.0%

Rebate Applications $0 0.0%

Subcontractor - Rebate Applications $5,320 10.0%

Subc on tra c to r La bo r - Fie ld  Ve rific a tion $10,640 20.0%

Subcontractor Labor - Rebate Processing $15,960 30.0%

Subcontractor Labor - Site Inspections $10,640 20.0%

Subtotal Rebate Processing and Inspection $53,200 100.0%

Total Direct Implementation $532,000

Evaluation, Measurement and Verification

1 4



Compact Fluorescent Lamp Buydown Program

Budget Items Budget

EM&V Labor and Materials $15,684

Labor - EM&V $784 5.0%

Materials - EM&V $784 5.0%

Subcontractor Labor - EM&V $14,115 90.0%

Subtotal EM& VActivity - Labor $15,684 I00.000

EM&V Overhead $12,316

Benefits - EM&V Labor $0 0.0%

Overhead - EM&V $6,158 50.0%

Subcontractor Overhead - EM&V $0 0.0%

Subcontractor Travel - EM&V $0 0.0%

Travel - EM&V $6,158 50.0%

Subtotal EM& V Overhead $12,316 100. 000

Total EM& V $28,000

Total Budget $700,000
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Non-Res identia l Exis ting Facilitie s  Program

TEP Non-Res identia l Exis ting  Fac ilities  Program

P ro g ra m  Co n c e p t  a n d  De s c rip t io n

The Existing Facilities Program provides prescriptive  incentives to large  commercia l customers who
qualify for TEP 's pricing plans Rate  13and Rate  14 (typica lly an aggregate  demand exceeding 200 kw)
for the  insta lla tion of energy-efficiency measures including lighting equipment and controls , HVAC
equipment, motors and motor drives, compressed air and refrigeration measures. Prescriptive incentives
are offered for a schedule of measures in each of these categories. The program also provides customers
with the  opportunity to propose  innovative  energy efficiency solutions by offering a  custom energy
efficiency measure. The schedule  of measures and incentives is provided in the following sections.

The viability of each of the prescriptive measures has been assessed through a cost-effectiveness analysis
according to the  Tota l Resource  Cost ("TRC"), Ratepayer Impact Measure  ("RIM") and Socie ta l Cost
("SC") tests. The cost-effectiveness tests account for the energy and demand savings of each measure, the
associated avoided costs and net benefits to TEP, the customer incremental or installed costs, and the
program administration costs, The custom measure is designed so that each prob et that is approved must
meet the SC and TRC test.

The program includes consumer educational and promotional pieces designed to assist facility operators
and decision makers with the  information necessary to improve the  energy efficiency of the  lighting,
HVAC, motor and refrigera tion systems in the ir facilities. The  program includes customer and trade  a lly
education to assist with understanding of what technologies are  being promoted, what incentives are
offered, and how the  program functions.

Appendix 1 provides a  program logic diagram.

Program Objectives

The primary goal of the  program is to encourage TEP 's non-residentia l customers to insta ll energy
efficiency measures in existing facilities. More  specifica lly, the  program is designed to:

P rovide  incentives to facility opera tors for the  insta lla tion of high-efficiency lighting equipment and
controls, HVAC equipment, premium efficiency motors and motor controls, energy efficient
compressed air and leak-repair measures, and energy-efficient refrigeration system retrofits (see
Table  l for the  schedule  of measures and incentives),

Overcome market banters including,

o Lack of awareness and knowledge about the  benefits and cost of energy efficiency improvements,

o Performance uncerta inty associa ted with energy efficiency projects, and

o High first costs for energy efficiency measures,

Assure that the participation process is clear, easy to understand and simple: and

Increase the awareness and knowledge of facility operators, managers and decision-makers on the
benefits of high-efticiency equipment and systems.

1



Non-Res identia l Exis ting Facilitie s  Program

P ro g ra m  Ra t io n a le

Certa in barriers exist to the  adoption of energy efficiency measures including lack of investment capita l,
competition for funds with other capita l improvements, lack of awareness/knowledge about the  benefits
and costs of energy efficiency measures, high transaction and information search costs, and technology
performance uncertainties. This program is designed to help overcome these market barriers and
encourage greater adoption of energy efficiency measures in the market.

In addition to helping customers reduce and manage their energy costs, this program provides other
societal and customer benefits including reduced greenhouse gas emissions, improved levels of service
from energy expenditures, and lower overall ra tes and energy costs compared to other resource options.

Ta rg e t  Ma rke t  a n d  Elig ib ility  Re q u ire m e n ts

All la rge  commercia l customers who qualify for TEP 's Rate  13 and Rate  14 (typica lly an aggregate
demand exceeding 200 kw) are  e ligible  for the  program. Customers must be  in the  TEP service  region
that receive e lectric service  from TEP are  e ligible  to participate  in the  program. Existing systems that are
be ing replaced on burnout (ROB) or prior to fa ilure  (RET) and systems insta lled during new construction
(NEW) projects a re  a ll e ligible  for the  program.

Es tim a te  o f Ba s e lin e  Co n d itio n s

TEP has not conducted a  formal baseline  study of the  existing non-residentia l market. However, in
preparing the analysis of each of the measures included in this plan, the baseline performance conditions
of each technology were estimated based on best available  knowledge of current market conditions and
technology applications. Resources used for the estimation of both baseline and energy efficiency
technology perfonnance  and cost included (i) the  California  DEER database , (ii) de ta iled engineering
modeling and simula tion specific to the  desert southwest climate , (iii) da ta  from recognized industry
resources such as the CEE and ASHRAE, (iv) manufacturers data , and (v) data  accumulated from similar
analysis for other regional utilities. In order to substantia te  the  baseline assumptions made in the
prepara tion of this plan, TEP is proposing to conduct a  fonta l base line  study but funding for the  base line
study will be  requested in a  separa te  docket from this DSM Portfolio P lan.

Application and cost basis designators were used to detennine which cost e lements are  used for each
measure. The application designation is important because it helps to define what type of cost estimate is
needed by identifying the types of prob ects where the measure is expected to be applied. There are three
application codes that have been used:

• Re tro fit  (RET) Replacing a  worldng system with a  new technology before  the  end of its  use lhl life ,
or insta lling a  technology tha t was not there  before . The cost basis for this applica tion is typica lly
insta lled cost,

Rep lace-on -bu rnou t (ROB) - Replacing a  technology a t the  end of its  useful life . The cost basis for
this application is typically the  incremental cost of a  more  efficient technology compared to a  less
efficient baseline  technology and

2
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Measure Description Averag e  Un it In cen tive  ($)
Target Unit
Definition

Re trofit T12 S ys te m s  with TG S ys te m s  a nd
Ele c tronic  Ba lla s ts $10 F ixtu re

De la m p in g $15 F ixtu re

Re trofit HID S ys te m s  with  Line a r Fluore s ce nt T8
a nd T5 S ys te m s $125 Fixture

Re trofit Inca nde s ce nt to  Inte gra l Com pa ct
F luore s ce n t Llgh ting  (CFL) $2 La m p

Cold  Ca thode  CFL re tro fit $3 La m p

Ene rgy Effic ie n t Exit S igns $25 S ign
Occupa ncy S e ns ors  on Lighting $30 Connected kW

Da yligh ting  Con tro ls $120 Connected kW
Ene rgy Effic ie n t O u tdoo r CFL Ligh ting $2 La m p

New co n s tru c tio n  (NEW) - Insta lling a  technology in a  new construction or major renova tion
project. The  cost basis for this applica tion is a lso typica lly the  incrementa l cost of a  more  efficient
technology compared to a  less efficient baseline technology.

The  cos t ba s is  des igna tor is  us ed for ea ch m ea s ure , if the  a ppropria te  cos t is  the  increm enta l or ins ta lled
cos t.  The  cos t ba s is  is  de te rm ine d by: a ) the  a pplica tion (RET, ROB, or NEW) a nd b) whe the r it is
dis pla cing a n e xis ting te chnology, ins ta lle d in the  a bs e nce  of a n e xis ting te chnology, or is  a n a lte rna tive  to
a  com pe ting technology. The  cos t ba s is  de s igna tion is  us ed to de fine  whe the r the  cos t is :

the  diffe re ntia l cos t be twe e n a  ba s e  te chnology a nd a n e ne rgy-e ffic ie nt te chnology, or

- the  full or ins ta lle d  cos t of the  m e a s ure  inc luding e quipm e nt,  la bor,  ove rhe a d & profit
( O H&P ) .

In c r e m e n t a l

In s t a lle d

P r o d u c t s  a n d  S e r v ic e s  P r o v id e d

The  Exis ting Fa cilitie s  P rogra m  is  a  cus tom e r ince ntive  progra m  de s ign tha t provide s  re ba te s  for the
ins ta lla tion of e ne rgy e ffic ie ncy m e a s ure s  in  e xis ting non-re s ide ntia l fa c ilitie s .  More  s pe cifica lly,  the
progra m  offe rs  the  following products  a nd s e rvice s :

• Cons um er educa tiona l a nd prom otiona l piece s  de s igned to a s s is t fa cility ope ra tors  a nd decis ion
m a ke rs  with  the  inform a tion  ne ce s s a ry to  im prove  the  e ne rgy e ffic ie ncy of lighting ,  HVAC, m otor
a nd re frige ra tion s ys tem s ,

Educa tion a nd prom otiona l e fforts  for cus tom e rs  a nd tra de  a llie s  on how the  progra m  functions , wha t
e ne rgy e ffic ie ncy te chnologie s  a re  offe re d, wha t ince ntive s  a re  provide d a nd the  be ne fits  of the
m ea s ures ,

P re s criptive  ince ntive s  to  e ncoura ge  the  a doption of e ne rgy e ffic ie ncy m e a s ure s .  P re s criptive
m e a s ure s  a nd ince ntive s  provide d by the  progra m  a re  include d in the  ta ble s  be low.

Ta ble  1 provide s  a ve ra ge  ince ntive  pe r unit a nd unit de finition. The s e  a re  e xpe cte d ince ntive  le ve ls  ba s e d
on m a rke t pa rtic ipa tion. S pe cific  ince ntive  le ve ls  for ce rta in  ite m s  whe re  a  va rie ty of configura tions  a re
pos s ible  s uch a s  lighting, ca n be  found in the  m ea s ure  a na lys is  works hee ts .

Table 1. Pres crip tive Incen tives
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Measure Description Average Unit Incentive ($)
Anti-Sweat Heater Controls $200 Case

High Effic ie ncy Eva pora tor Fa n  Motors $35 Motor
High Effic ie ncy Re a ch-in  Re frige ra tors  a nd

Fre e ze rs $170 Unit
High  Effic ie ncy Ice  Ma ke rs $50 Unit

S trip  Curta ins  a nd Night Cove rs $7 Line a r ft.
Occupa ncy S e nsor Ve nding Ma chine  a nd Re a ch-

in  Coole r Contro ls $75 Unit
H210 - Energy Efficient Wate r Cooled Chille r $40 Ton
H211 -- Ene rgy Efficient Air Cooled Chille rs $25 Ton

Ene rgy Effic ie n t P a cka ge d  & S plit Air
Conditione rs  - S EER Ra te d

Equip <11.25 ton = $40/ton
Equip > 11.25 ton = $25/ton

Effic ie ncy Ince ntive  = $15/ton
Ene rgy Efficie nt P a cka ge d a nd S plit He a t P umps

- S EER Ra te d
Energy Efficient Packaged Air Conditioners -

EER Rated*
Equip <1 l .25 ton = $50/ton

Equip  > 11.25 ton = $25/ton
Effic ie ncy Ince ntive  = $75/tonEnergy Efficient Heat Pumps - EER Rated

Programmable Thermostats (Heating Setback /
Cooling S e tup) $50 T-sta t

Ene rgy Effic ie n t ODP  Motors $3 Hp
Energy Efficient TEFC Motors $3 Hp

Variable  Speed Drives $50 Hp
Variable-Speed Lubricant-Injected Rotary Screw

Compressors $50 Hp

Cus tom ince ntive s  to e ncoura ge  cus tome rs  to propose  innova tive  e ne rgy e fficie ncy solutions  not
cove re d by the  s che dule  of pre scriptive  me a sure s  a re  a lso a va ila ble . Eligible  proje cts  mus t
compa re  a  ba se line  de s ign or sys te m to a  more  e ne rgy e fficie nt a lte rna tive  a nd provide
ca lcula tions  a nd docume nta tion subs ta ntia ting the  s a vings  cla ims . P roje cts  tha t a re  e ligible  for
cus tom ince ntive s  a re  e va lua te d on a  ca se -by-ca se  ba s is  a nd e a ch prob e t mus t pa ss  the  SC a nd
TRC te s t based on e s tima te d de ma nd a nd e ne rgy sa vings , cus tome r incre me nta l or ins ta lle d cos t,
a nd the  ove ra ll life  of the  me a s ure . The  cus tom ince ntive  is :

Custom incentive = SO. 10 per annual kph saved

P r o g r a m  De liv e r y  S t r a t e g y

The  Exis ting Fa cilitie s  P rogra m is  a  compre he ns ive  e ffic ie ncy re trofit progra m a nd will be  imple me nte d
by e mploying the  s e rvice s  of a  qua lifie d imple me nta tion contra ctor. The  imple me nta tion contra ctor will
be  s ought through a  compe titive  bidding proce s s  which will re quire  TEP  to is s ue  a n RFP  to profe s s iona l
s e rvice s  compa nie s  who a re  a ctive  in the  fie ld of DS M progra m imple me nta tion. TEP  will a s s ign a n in-
house  progra m ma na ge r to ove rse e  the  a ctivitie s  of the  imple me nta tion contra ctor, provide  guida nce  on
progra m a ctivitie s  tha t is  cons is te nt with TEP 's  goa ls  a nd cus tome r s e rvice  re quire me nts , provide  a  s ingle
conta ct point for cus tome rs  who a re  inte re s te d in or ha ve  conce rns  a bout the  progra m, a nd provide  ove ra ll
qua lity control a nd ma na ge me nt of the  de live ry proce s s .
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The implementa tion contractor will provide  program administra tion, applica tion, participa tion tracking
and reporting, prob e t qua lity control, and technica l support. In addition to the  implementa tion contractor,
key partnering re la tionships include: the  loca l a rchitectura l and engineering community, e lectrica l,
mechanical and building contractors, equipment manufacturers, distributors and vendors, professional and
trade  service  associa tions, and the  Arizona Energy Office . As part of the  implementa tion plan, TEP will
conduct outreach to each of these partner groups, and provide education and training on the benefits and
functioning of the  program.

Program Marketing and Communications Strategy

The marketing and cormnunica tions stra tegy will be  designed to infonn customers of the  availability and
benefits of the  program and how they can participate  in the  program. The stra tegy will include outreach to
key partners and trade a llies including the  architecture/engineering and contractor community, re levant
professional and trade associations and other parties of interest in the  market. An important part of the
marke ting plan will be  content and functiona lity on the  TEP website , which will direct customers to
information about the  program. More  specifica lly, the  marke ting and communica tions plan will include :

Education seminars implemented in each market to provide deta ils about how to participate  in the
Program. The seminars will be  ta ilored to the  needs of business owners, building manager,
architects, engineers, vendors, and contractors,

O

O

O

O

O

O

O

A combination of stra tegies including major media  advertising, outreach and presentations a t
professional and community forums and events, and through direct outreach to key customers and
customer representa tives. Marketing activities will include:

Brochures that describe the  benefits and features of the  program including program
application forms and worksheets. The brochures will be  mailed upon demand and
distributed through the  ca ll center and TEP.com and will be  available  for various public
awareness events (presentations, seminars etc),

Targeted mailing used to educate  customers on the benefits of the program and explain how
they can apply,

Customer and trade  partner outreach and presenta tions (e .g. BOMA, ASHRAE) informing
interested parties about the benefits of the program and how to participate ,

Print advertisements to promote the program placed in selected local media  including the
Tucson area newspapers and trade publications,

Website  content a t TEP.com providing program information resources, contact information,
downloadable  application forms and worksheets, and links to other re levant service  and
information resources,

TEP customer care representatives trained to answer any customer questions regarding the
program,

Presence at conferences and public events used to increase general awareness of the program
and distribute  program promotional materia ls, and

Presentations by the program manager to key customers and customer groups to actively
solicit the ir participa tion in the  program.

O

The marketing stra tegy will identify key customer segments and groups for target marketing
including the  University of Arizona , school districts , and the  Davis-Monthan Air Force  Base  and
prepare specific outreach activities for these customers,
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Program Activities 2007 2008 2009
INe w pro a m submitte d to ACC for a pprova l
•Ne w pro a m a pprova l (e s tima te d)

Implementation contractor RFPs issued
Implementation contractors se lected
Marketing and communications plan prepared
(including colla te ra l mate ria ls)
Implementa tion plan prepared
Program kick-off and marke ting campaign
launched
Program implementation and derive
MER impact and cost-effectiveness analysis
MER process eva lua tion
Progress reporting to ACC
Program redesign as needed

Annual Incremental
Savings

200s 2009 2010 2011 2012

Non-coincident peak (kW) 1,896 1,953 2,012 2,072 2,134
Coincident peak (kW) 1,665 1,715 1,767 1,820 1,874

Ene rgy S a vings  (kph) 9,986,354 10,285,945 10,594,523 10,912,359 11,239,730

TEP will design and develop the  content, messaging, branding, and calls to action of a ll of the
marketing and colla teral materia ls used to promote the program,

The  implementa tion contractor will be  responsible  for assisting with program promotion
including customer contact, a ttendance at public presentations and events, and be the primary
contact point from the  website  and other promotional materia ls.

Program Implementation Schedule

The program implementation schedule  is summarized in Table  2.

Tab le  2. Exis ting  Facilities  Program Implementation  Schedu le

Estimated Participation and Demand and Energy Savings

Total annual demand and energy savings goals are  presented in Table 3. Appendix 3 provides further
infonnation about estimated energy savings for each measure category, including the measure and
program level benefit cost analysis. Appendix 3 a lso provides a  view of the  expected project technology
mix for 2008, which is considered to be  the  template  for a ll program years.

Table 3. Projected Capacity and Energy Benefits

In addition to the  savings shown above, it is  estimated that the  program will produce the  additional
benefits  from 2007 2012 shown in Table  4:

6



Non-Res identia l Exis ting Facilitie s  Program

Water Savings 26,509,456 G a llons

S Ox 126,715 Lbs
NOt 210,485 Lbs
CON 110,703,489 Lb s

Cost Eft'ectiv€ness Tests TR C so RIM
Be ne fit Cos t Ra tio 3.04 3.74 0.90

Ra tio  of Non-inc  to  Ince ntive  Cos ts 83.200

TRC Dis count Ra te 8.500 0

S ocia l Dis count Ra te 5.000 0

Weighted Average  NTG Ratio: 7500

Tota l P rog ram Budget $700,000
Total Administrative and 0&M Cost Allocation $126,000
Ma na ge ria l & Cle rica l $100,800
Tra ve l & Dire c t Expe ns e s $15,120
O ve rhe a d $10,080
Total Marketing Allocation $84,000
Inte rna l Marke ting Expense $42,000
Subcontracted Marketing Expense $42,000
Total Direct Implementation $455,000

Table 4. Projected Environmental Benefits, 2008 - 2012

Program Cost Effectiveness

Table  5 provides a  summary of the  benefit/cost analysis results for this program. A benefit/cost analysis
summary of a ll measures is presented in Appendix 3.

Table 5. Benefit-cost analysis results

In addition to estimating the savings from each measure, this analysis re lies on a  range of other
assumptions and financial data  provided in Table 6. Because the program consists of a  variety of measure,
each with a  unique avoided cost and economic useful life , these metrics are  not provided in Table  6 but
can be found in the individual measure  analysis worksheets.

Tab le  6. Other Financial As s umptions

Program Costs (Budget)

The annual budget of approximate ly $700,000 will be  a llocated as shown in Table  7, while  Table  8
provides the  expected program budgets through 2012. Appendix l provides addition deta ils on the  2008
budge t.

Table 7. 2008 Program Budget

7
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Financia l Incentives $382,200
S upport Activity Labor $18,200
Hardware  & Ma te ria ls $9,100
Rebate  Processing & Inspection $45,500
Total EM&V Cost Allocation $35,000
EM&V / Research Activity $33,250
EM&V Ove rhe a d $1,750

Ye a r 2008 2009 2010 2011 2012
Tota l Budget $700,000 $721,000 $742,630 $764,909 $787,856
Incentives $382,200 $393,666 $405,476 $417,640 $430,169
Administra tive  Costs $317,800 $327,334 $337,154 $347,269 $357,687
Incentives as 00 of Budget 54.6° 0 54.60 o 54.6° 0 54.6% 54.6%

Table 8. 2008 - 2012 Program Budget

Measurement, Evaluation, and Research

TEP will adopt a  stra tegy that ca lls for integrated data  collection that is designed to provide  a  quality data
resource  for program tracking, management and eva lua tion. This approach will enta il the  following
primary activitie s l

Databas e management - As part of program opera tion, TEP or an approved contractor will
collect the necessary data elements to populate the tracking database and provide periodic
reporting.

In tegrated  implementation  data  co llection - TEP  wit] work with the  implementa tion contractor
to establish systems to collect the data needed to support effective program management and
evaluation through the implementation and customer application processes. The database
tracking system will be  integra ted with implementation data  collection processes.

Fie ld  verifica tion - TEP  or an approved contractor will conduct fie ld verifica tion of the
insta lla tion of a  sample of measures throughout the  implementation of the  program.

Tracking of s avings  us ing deemed s avings  values - TEP will develop deemed savings values
for each measure and technology promoted by the program and periodically review and revise  the
savings values to be consistent with program participation and accurately estimate the savings
being achieved by the program.

This approach will provide TEP with ongoing feedback on program progress and enable  management to
adjust or correct the program measures to be more effective, provide a  higher level of service, and be
more  cost beneficia l. Integra ted da ta  collection will provide  a  high quality da ta  resource  for eva lua tion
activities .
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Non-Res identia l Exis ting Facilitie s  Program

Budget Items Budget
Allocation
Rate (%)

Administrative
Man ag eria l an d  Cle rica l Lab o r 3 I (N),800

La bor - Cle rica l $5,040 5.0%

vLabor - P rogram Desi $5,040 5.0%
La bor P rogra m De ve lopme nt $5,040 5.0%
Labor - P rogram P lanning $15,120 15.0%
Labor - Program/Proj act Management $10,080 10.0%
Labor - S taff Management $10,080 10.0%
La bor - S ta ff S upe rvis ion $5,040 5.0%
S ubcontra ctor La bor - Cle rica l $5,040 5.0%
Subcontractor Labor - Program Design $10,080
Subcontractor Labor - Program Development $5,040 5.0%
Subcontractor Labor - Program Planning $5,040 5.0%
Subcontractor Labor - Program/Proj act Management $20,160 20.0%
Subcontractor Labor - S taff Management $0 0.0%
S ubcontra ctor La bor - S ta ff S upe rvis ion $0 0.00 0

Travel & Direc t Exp en s es $15,120

Confe re nce  Fe e s $1,512
La bor - Confe re nce  Atte nda nce $1,512
S ubcontra ctor - Confe re nce  Fe e s $302 2.0° 0
S ubcontra c tor - Tra ve l - Airfa re $605 4.0%
S ubcontra c tor - Tra ve l - Lodging $302 2.00 0

Subcontractor - Travel - Meals $302 2.00 o

Subcontractor - Travel - Mileage $302 2.0° o
S ubcontra ctor - Tra ve l - P a rking $302 2.0%
Subcontractor - Travel - Per Diem for Misc. Expenses $1,361 9.00 0

S ubcontra ctor La bor - Confe re nce  Atte nda nce $302 2.00 0

Tra ve l - Airfa re $2,117
Tra ve l - Lodg ing $1,512 10.000

Trave l - Meals $756 5.000

Trave l - Mileage $756 5.00 o

Trave l - Parking $454 3.0%
Travel - Per Diem for Misc. Expenses $2,722 18.000

Overhead General and Administrative) - Labor and Materials $10,080

Equipment - Communica tions $202 2.00 0

Equipment - Computing $202 2.00 o

Equipment - Document Reproduction $202 2.00 o

Equipment - Genera l Office $202 2.00 0

Equipment - Transporta tion $202 2.00 0

Fa cilitie s  - Le a se /Re nt P a yme nt $0 0.00 o

Subtotal Managerial and Clerical Labor $100, 800 100.0%

Travel & Direct Expenses $15,120 100. 0%

Ap p e n d ix 2 - P ro g ra m  Co s ts

2008 Program Costs Details

1 0



Non-Res identia l Exis ting Facilitie s  Program

Labor - Accounts Receivable $101 1.000

La bor - Adminis tra tive $101 1.0%
Labor - Automated Systems $0 0.00 0

La bor - Communica tions $101 1.000
La bor - Contra ct Re porting $101 1.000

oLabor - Co orate Services $101 1.0%

La bor - Fa cilitie s  Ma inte na nce $101 1.000
La bor - Informa tion Te chnology $101 1.0%

La bor - Ma te ria ls  Ma na ge me nt $101 1.0%
La bor - P rocure me nt $101 1.000

La bor - Re gula tory Re porting $4,032 40.0%

La bor - S hop S e rvice s $101 1.0%

La bor .. Te le communica tions $101 1.0%
La bor - Tra nsporta tion S e rvice s $101 1.0%

Office  S upplie s $101 1.0%

P ostage $101 1.000

S ubcontra ctor - Equipme nt - Communica tions so 0.00 0

S ubcontra ctor - Equipme nt - Computing $0 0.00 o

Subcontractor - Equipment - Document Reproduction $0 0.00 o

S ubcontra ctor - Equipme nt - Ge ne ra l Office $0 0.00 0

S ubcontra ctor - Equipme nt - Tra nsporta tion $0 0.000

antSubcontractor - Facilities - Lease/Rent Pa $0 0.000

S ubcontra ctor - Office  S upplie s $0 0.000

S ubcontractor - P ostage $0 0.00 0

Subcontractor Labor - Accounts Payable $0 0.00 0

Subcontractor Labor - Accounts Receivable $0 0.0%

S ubcontra ctor La bor - Adminis tra tive $0 0.0%

Subcontractor Labor - Automated Systems $0 0.0%

S ubcontra ctor La bor - Communica tions $0 0.0%

S ubcontra ctor La bor - Contra ct Re porting $0 0.00 o

0Subcontractor Labor - Co orate Services $0 0.0°o
S ubcontra ctor La bor - Fa cilitie s  Ma inte na nce $0 0.0%

S ubcontra ctor La bor - Infonna tion Te chnology $0 0.0%

Subcontractor Labor - Materia ls Management $0 0.0%

S ubcontra ctor La bor - P rocure me nt $0 0.0%

Subcontractor Labor - Regulatory Reporting 853,528 35.0%

S ubcontra ctor La bor - S hop S e rvice s $0 0.0%

S ubcontra ctor La bor - Te le communica tions $0 0.00 0

S ubcontra ctor La bor - Tra nsporta tion S e rvice s $0 0.0%

Subtotal Overhead $10,080 100.000

TotalAdministrative Costs $126,000
IMarketin Advertising/Outreach

In te rn a l Ma rke tin g  Exp e n s e $42,000

Adve rtis e me nts  / Me dia  P romotions $10,500 25.0° o
Bill Ins e rts $1,680 4.00 0

Brochure s $2,520 6.000

Door Ha nge rs $0 0.00 0

La bor - Accounts  P a ya ble $101 1.000
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Non-Res identia l Exis ting Facilitie s  Program

Labor .. Customer Outreach $2,100 5.00 0
Labor - Customer Rela tions $2,100 5.000
La bor - Ma rke ting $12,600 30.0° 0
Print Advertisements $6,300 15.000
Radio Spots $2,100 5.00 0

Subcontracted Marketing Expense $42,000
Subcontractor - Bill Inserts $2,100 5.00 o

Subcontractor - Brochures $2,100 5.00 0

Subcontractor - Door Hangers $0 0.00 o

Subcontractor - Print Advertisements $0 0.00 0

Subcontractor - Radio Spots $4,200
Subcontractor - Television Spots $0 0.00 0

Subcontractor Labor - Business Outreach $2,100 5.00 o

Subcontractor Labor - Customer Outreach $2,100 5.0%
Subcontractor Labor - Customer Relations $2,100 5.0%
Subcontractor Labor - Marke ting $2,100 5.0%
Television Spots $0 0.0%
Website  Development $25,200 60.0%

Subtotal S14bconIracIed Marketing Spense $42, 000 100.000

Direc t Imp lemen ta tio n

Financial Incentives to Customers $882,200

Activity - Labor $18,200
Labor - Curriculum Deve lopment $1,456 8.0%
Labor - Customer Education and Tra ining $7,280 40.0° 0
Labor - Customer Equipment Testing and Diagnostics $0 0.0%
Labor - Facilitie s  Audits $5,460 30.0° 0
Subcontractor Labor - Facilities Audits $1,820 10.0%
Subcontractor Labor - Cumeulum Development $910 5.00 o

Subcontractor Labor - Customer Education and Tra ining $910 5.0%
Subcontractor Labor - Customer Equipment Testing and Diagnostics $364 2.0%

Hardware and Materials - Installation and Other DI Activity $9,100
Audit Applica tions and Forms $728 8.000
Direct Implementa tion Lite ra ture $1,820 20.0%
Education Materia ls $1,820 20.0° 0
Energy Measurement Tools $910
Insta lla tion Hardware $910 10.0%
Subcontractor - Direct Implementa tion Lite ra ture $364 4.00 0

Subcontractor - Education Materials $364 4.00 0

Subcontractor - Energy Measurement Tools $1,456 16.0%
Subcontractor - Insta lla tion Hardware $546 6.00 o

Subcontractor -Audit Applica tions and Forms 83182 2.0%
Subtotal Hardware and Materials 89, 100 100.0%
Rebate Processing and Inspection - Labor and Materials $45,500
Labor - Fie ld Ve rifica tion $4,550

$2,100 5.000

Subtotal Internal Marketing Expense $42, 000 I ()0. 0%

Total Marketing/Advertising/Outreach $84,000

Subtotal Activity $18,200 100.000

Labor - Business Outreach
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Non-Res identia l Exls ting Facilitie s  Program

Labor - S ite  Inspections $4,550 10.000
Reba te  Applica tions $0 0.00 0
Subcontractor - Rebate  Applica tions $4,550 10.000
Subcontractor Labor - Fie ld Verifica tion $9,100 20.0%
Subcontractor Labor - Rebate  Processing $13,650 30.0° 0
Subcontractor Labor - S ite  Inspections $9,100 20.0° 0
Subtotal Rebate Processing and Inspection $45,500 100.0%

Evaluation, Measurement and Verification
EM&V La b o r a n d  Ma te ria ls $33,250
La bor - EM&V $1,663 5.00 0

Mate ria ls  - E M&V $1,663 5.00 0

Subcontractor Labor - E M&V $29,925 90.0%

EM&V Overhead SI, 750
Be ne fits  - EM&V La bor $0 0.0%
Overhead - E M&V $875 500%
Subcontractor Overhead - EM&V $0 0.0%
Subcontractor Travel - EM&V $0 0.0%
Tra ve l - EM&V $875 50.0° o

$0 0.0° o

Total Direct Implementation $455,000

S ubtota l EM&VActivity - La bor $33,250 I00 .0%

Subtotal EM& V Overhead $1,750 100.0%

Total EM& V $35,000

Total Budget $700,000

Labor - Rebate  Processing

13
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TEP Effic ien t Commerc ia l Build ing  Des ign  Program

P ro g ra m  Co n c e p t  a n d  De s c rip t io n

The Efficient Commercia l Building Design Program is a  performance based program that includes design
assistance for the design team, performance based incentives for the building owner/developer, and
energy design information resources. Design assistance involves efforts to integrate  energy-efficiency into
a customer's design process to influence equipment/systems selection and specification as early in the
design process as possible . Design assistance provides incentives to offset the additional design cost of
investigating a lternative  energy efficient designs. The performance based incentives for the  building
owner/developer are based on improved efficiency compared to a  baseline design and are computed by
comparing the features of the baseline design to those of the energy efficient a lternatives, using an hourly
building energy simula tion program such as DOE-2. Building energy ana lysis  and modeling will most
like ly be  provided by a  pre-qua lified design professiona l with expertise  in building energy simula tion
mode ling.

In addition to the  design incentives and performance based incentives for the  building owner/developer,
this program will provide  technical support services to the  design community. The program provides
consumer educational and promotional pieces designed to assist building owners/developers with the
information necessary to understand various energy efficiency options, encourage them to explore  energy
efficiency options with their design professionals as early in the  design process as possible , and improve
the energy efficiency of their buildings. The program includes design professional outreach and education
to assist with understanding how the  design incentive  works, what tools are  available  to support the
design process, and how the program functions.

The  via bility of this  pe rform a nce  ba s ed incentive  ha s  been a s s es s ed through a  cos t-e ffectivenes s  a na lys is
a ccording to  the  Tota l Re s ource  Cos t ("TRC"),  S ocie ta l Cos t ("S C") a nd Ra te pa ye r Im pa ct Me a s ure
("RIM") te s ts  by de ve loping a  prototypica l building m ode l a nd a s s e s s ing the  ove ra ll s a vings  pote ntia l of
des ign cha nges . The  cos t-e ffectivenes s  te s ts  a ccount for the  ene rgy a nd dem a nd s a vings  of ea ch m ea s ure ,
the  a s s ocia ted a voided cos ts  a nd ne t benefits  to TEP , the  cus tom er increm enta l or ins ta lled cos ts , a nd the
progra m  a dm inis tra tion cos ts .

Appendix 1 provides a  implementation process diagram.

Program Objectives

The primary goal of the  program is to encourage  more  energy efficient new building design for new non-
residentia l projects in TEP 's service  area . More  specifica lly, the  program is designed to:

P rovide  ince ntive s  to  building owne rs /de ve lope rs  to  de s ign a nd build  m ore  e ne rgy e ffic ie nt buildings ,

Provide assistance to design teams to offset the additional cost and time of exploring more energy
efficient design,:

Overcome market banters including:
Lack of awareness and knowledge about the  benefits and cost of energy efficiency improvements,
Performance uncerta inty associa ted with energy efficiency projects, and
Higher first costs for energy efficiency measures,

•

•

2



Efficient Commercia l Building Des ign P rogram

Assure that the participation process is clear and easy to understand and does not unduly burden the
design/construction time schedule or budget process,

Increase the awareness and knowledge of building owners/developers, architects and engineers, and
decision-makers on the  benefits  of high efficiency building design, and

Encourage building owners/developers and the  design community to consider energy efficiency
options as early in the design process as possible.

P ro g ra m  Ra t io n a le

Certa in barriers exist to the  adoption of energy efficiency measures in the  market, including (1) lack of
investment capita l and competition for funds with other capita l improvements, (2) lack of
awareness/knowledge about the benefits and costs of energy efficiency measures, (3) high transaction and
information search costs, and (4) technology performance uncerta inties. This program is designed to help
overcome these market banters and encourage greater adoption of energy efficiency measures in new
commercia l building construction. In addition, new construction projects are  often time and budget
constra ined limiting the  ability of building owners/developers and the ir design professionals to explore
alternative  energy efficient design concepts.

In addition to helping customers reduce and manage their energy costs, this program provides other
societal and customer benefits including reduced greenhouse gas emissions, improved levels of service
from energy expenditures, and lower overall rates and energy costs compared to other resource options.

Ta rg e t  Ma rke t  a n d  Elig ib ility  Re q u ire m e n ts

A11 new commercial building prob ects and major renovations to existing buildings in the TEP service
region tha t will or do receive  e lectric service  from TEP are  e ligible  to participa te  in the  program.

Es tim a te  o f Ba s e lin e  Co n d itio n s

TEP has not conducted a  fonta l baseline  study of new commercia l construction design characteristics.
However, in preparing the  analysis for this plan, the  baseline  performance conditions of new commercia l
construction prob ects were estimated based on best available knowledge of current market conditions and
design practices. In order to substantiate  the baseline assumptions made in the preparation of this plan,
TEP is proposing to conduct a  formal baseline  study but funding for the  baseline  study will be  requested
in a  separate  docket from this Program Plan.

P ro d u c ts  a n d  S e rvic e s  P ro vid e d

The Efficient Commercia l Building Design Program is designed to encourage the  design of more  energy
efficient new buildings by influencing the  design of the  building as early in the  design development
process as possible  when there  are  typically more options to influence the energy performance of the
building. It is  a lso designed to promote  a  more  holistic or whole  building approach to energy efficiency
building design. To accomplish this, the  program offers incentives to the  design team to cover the
incrementa l effort involved in investigating a lternative  designs and to the  building owner/developer to
help cover the  incrementa l cost of insta lling more  energy efficient building systems.

3
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Incentive Amo u n t Limita tio n s
Building Performance  Incentive
for Building Owners/Deve lopers

$0.10 pe r annua l kph saved Incentives cannot exceed
500 o of the incremental cost
Incentives pa id to a  single
customer cannot exceed
$300,000 per customer

Design Assistance  Incentive $0.05 pe r annua l kph saved Incentives pa id directly to
design team and are in
addition to owner incentives
Up to $10,000 per project

The program offers the  following products and services. Incentives are  summarized in Table  l.

Bu ild ing  Perfo rmance Incen tives will be  offe red to building owners/deve lopers for improving the
energy efficiency of the ir buildings of $0.10 per kph of annual energy saved for one  year. This va lue
will be computed on the basis of a  comparison between a  baseline building design and the selected
energy efficient a lte rna tive . Building design energy performance  will be  estimated with an hourly
building energy simula tion program such as DOE-2. The energy analysis will be  conducted by a
qualified energy professional with expertise  in building energy simula tion modeling. The  incentive
amount will be  capped at $300,000 per customer and / or 50% of the incremental cost.

• Des ign As s is tance Incentives will be  offered to the  design team to offse t the  additional effort
required of design professionals to examine  a lte rna tive  energy efficient designs of $0.05 per kph of
annual energy saved. Design incentives are paid directly to the design professionals, are capped at
$10,000 per prob e t, and are  in addition to the  Building Performance Incentives.

• In addition to the  design incentives and performance based incentives for the  building
owner/developer this program will provide  technica l support services to the  design community.

• The program will provide  consumer educational and promotional pieces designed to assist building
owners/developers with the  information necessary to understand various energy efficiency options,
encourage them to explore  energy efficiency options with their design professionals as early in the
design process as possible , and improve the  energy efficiency of their buildings.

• The program includes design professional outreach and education to assist them with understanding
how the design incentive  works, what tools are  available  to support the  design process, and how the
program functions.

Tab le  1. Effic ien t Commercia l Bu ild ing  Des ign  Incen tive  Summary

De live ry S t ra te g y a n d  Ad m in is t ra t io n

The Efficient Commercia l Building Design Program is a  performance  based efficiency program and will
most like ly be  managed by an in-house  program manager. The TEP program manager will provide  (l) a
source of guidance on the program, (2) tra ining on program activities and technical assistance for design
professionals, (3) an important contact point for customers who are  interested in or have concerns about
the program, and (4) overall quality control and management of the  delivery process.

TEP will provide  program administra tion, marketing, applica tion and incentive  processing, participa tion
tracking and reporting, project quality control, and technica l support. TEP will conduct outreach and
provide  tra ining on the  benefits and function of the  program to the  design community, potentia l project
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developers, the  commercial building ownership and management community,
organiza tions such as BOMA.

and professional real estate

Ma rke t in g  a n d  Co m m u n ic a t io n s

The marketing and communications stra tegy will be  designed to inform building owners/developers, key
customer groups involved in new construction activities (e .g., school systems), and design professionals
of the  availability and benefits of the  program and how they can participate  in the  program. Ari important
part of the  marke ting plan will be  the  content and functiona lity on the  TEP website , which will direct
customers to information about the  program. More  specifica lly, the  marketing and communications plan
will include :

Education seminars about how to participate  in the  Program. The seminars will be  ta ilored to
building owners, potentia l prob e t developers, key customer groups involved in new construction
activities (e .g., school systems), and architects and engineers.

A combination of marketing stra tegies including media  advertising, outreach and presentations a t
professional and community forums and events, and direct outreach to building
owners/developers and design professionals. Marketing activities will include:

O Brochures will be  prepared that describe the benefits and features of the program
including program applica tion forms and worksheets. The  brochures will be  mailed upon
demand and distributed through the  call center and TEP.com and will be  available  for
various public awareness events,

O

O

o

O

o

O

O

Targeted mailing will be  used to educate  customers on the  benefits  of the  program and
expla in how they can apply,

Customer and trade  pa rtne r outreach and pre senta tions  (e .g., school a ssocia tions ,
BOMA, ASHRAE) informing inte rested parties  about the  benefits  of the  program and
how to pa rticipa te ,

P rint advertisements to promote  the  program will be  placed in se lected loca l media
including Tucson area  newspapers and trade publications,

Website  content a t TEP .com will provide  program information resources, contact
information, downloadable  applica tion fonts  and workshee ts , and links to other re levant
service and information resources,

TEP Account Executives and Program Managers will be  tra ined to answer any customer
questions regarding the program,

Presence  a t conferences and public events will be  used to increase  genera l awareness
of the  program and distribute  program promotional materia ls, and

P resenta tions  by the  P rogram Manage r to key customers  and customer groups  will
active ly solicit the ir participa tion in the  program.

The marketing stra tegy will identify key customer segments and groups for ta rget marketing
including the  University of Arizona , school districts , Ft. Huachuca  and Davis-Monthan Air Force
Base and prepare specific outreach activities for these customers.

TEP will design and develop the  content, messaging, branding, for a ll marketing and colla tera l
materia ls used to promote the program.

5



Efficient Commercia l Building Des ign P rogram

Program Activities 2007 2008 2009
New program submitted to ACC for approva l
New program approval (estimated)
Marketing and communications plan prepared
(including colla te ra l mate ria ls)
Implementa tion plan prepared
Program implementation and derive

MER process evaluation
Progress reporting to ACC
Program redesign as needed

Ye a r 2008 2009 2010 2011 2012
Average Prob ected Number of Participating Facilities 13 1 3 14 14 15
Non-coincident peak (kW) 658 677 698 719 740
Coincident peak (kW) 658 677 698 719 740
Ene rgy S a vings  (kph) 3,029,333 3,120,213 3,213,820 3,310,234 3,409,541

Water Saving> 8,041,571 Gallons
SOx 38,439 Lbs
NO t 63,850 Lbs
CON 33,581,601 Lbs

The TEP Program Manager will be  responsible  for program promotion including customer
contact, a ttendance at public presentations and events, and will be  the primary contact point from
the website  and other promotional materia ls.

P ro g ra m  Im p le m e n ta t io n  S c h e d u le

The program implementation schedule  is summarized in Table  2.

Tab le  2. Effic ien t Commercial Bu ild ing  Des ign  Program Implementation  Schedu le

Estimated Participation and Demand and Energy Savings

Total annual participation goals and demand and energy savings are presented in Table 3. The program
expects tha t, on average , 14 buildings annually will participate  in the  program. Additional de ta ils on the
energy savings analysis and benefit cost analysis are  included in Appendix 3.

Table 3. Efficient Commercial Building Design Program Annual Energy Savings

In addition to the  savings shown above, it is  estimated that the  program will produce the  additional
benefits from 2008 - 2012 presented in Table  4.

Table 4. Projected Environmental Benefits, 2008 - 2012

6



Efficient Commercia l Building Des ign P rogram

Cost Effectiveness Tests TR C SC RIM
Be ne fit Cos t Ra tio 1.62 2.05 1.08

Average Conservation Life (yrs): 16.3

P rogram Life  (yrs): 5

Demand AC (33 kW): 128.24

Summer Energy AC (EB kph) : 0.07314

Winte r Ene rgy AC ($ kwh): 0.05306

Ratio of Non-inc to Incentive  Costs 76.1%
IP  Dis c o u n t R a te 8.500 o

S ocia l Dis count Ra te 5.000 0

NTG R a tio : 83.500

Tota l P rog ram Budget $808,000

Total Administrative Cost Allocation
Ma na ge ria l & Cle rica l $96,784
Tra ve l & Dire c t Expe ns e s $2,351
Ove rhe a d $35,843

Total Administrative Cosf $134,977
To ta l Marke tin g  Allo ca tio n
Inte rna l Marke ting Expense $32,000
Subcontracted Marketing Expense $32,000

Total Marketing Cost $64,000
To ta l Direc t Imp lemen ta tio n
Fina ncia l Ince ntive s $454,400
S upport Activity Labor $22,720
Hardware  & Ma te ria ls $5,680
Re ba te  P roce s s ing & Ins pe ction $85,200

Total Direct Installation Cost $568,000

P ro g ra m  Co s t Effe c tive n e s s

Table  5 provides a  summary of the  benefit/cost analysis results for this program. A deta iled benefit/cost
analysis is presented in Appendix 3.

Table 5. Benefit-cost analysis results

Additional financia l assumptions are  provided in Table  6.

Table 6. Other Financial Assumptions

Budget

The annual budget of approximate ly $800,000 will be  a llocated as shown in Table  7, while  Table  8
provides the  expected program budgets through 2012. Appendix 2 provides additional deta ils on the  2008
budge t.

Tab le  7. 2008 Effic ien t Commercia l Bu ild ing  Des ign  Program Budget

7



Efficient Commercia l Building Des ign P rogram

To ta l EM&V Cost Alloca tion
EM&V Actlvity $13,443
EM&V Overhead $10,557

Total EM& V Cost $24,000

Year 2008 2.09 2010 2011 2012
Total budget $800,000 $824,000 $848,720 $874,182 $900,407

Incentives $454,400 $468,032 $482,073 $496,535 $511,431
Administrative Costs $345,600 $355,968 $366,647 $377,646 $388,976

Incentives as 00 of budget 56.800 56.800 56.800 56.8% 56.800

Table 8. 2008 - 2012 Program Budget

Measurement, Evaluation and Research

TEP will adopt a strategy that calls for integrated data collection that is designed to provide a quality data
resource for program tracking, management and evaluation. This approach will entail the following
primary activities:

Database management - As part of program operation, TEP or an approved contractor will
collect the necessary data elements to populate the tracking database and provide periodic
reporting.

Integrated implementation data collection - TEP will work with the implementation contractor
to establish systems to collect the data needed to support effective program management and
evaluation through the implementation and customer application processes. The database
tracking system will be integrated with implementation data collection processes.

Field verification - TEP or an approved contractor will conduct field verification of the
installation of a sample of measures throughout the implementation of the program.

Tracking of savings using deemed savings values - TEP will develop deemed savings values
for each measure and technology promoted by the program and periodically review and revise the
savings values to be consistent with program participation and accurately estimate the savings
being achieved by the program.

This approach will provide TEP with ongoing feedback on program progress and enable management to
adjust or correct the program measures to be more effective, provide a higher level of service, and be
more cost beneficial. Integrated data collection will provide a high quality data resource for evaluation
activities

8
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Efficient Commercia l Building Des ign P rogram

Budget Items

Administrative

Managerial and Clerical Labor $96, 784

Labor - Clerica l $4,839 5.0%

Labor Program Design $4,839 5.0%

Labor - Program Development $4,839 5.0%

Labor - Program Planning $14,518 15.0%

Labor - Program/Project Management $9,678 10.0%

Labor - Staff Management $9.678 10.0%

Labor - Staff Supervision $4,839 5.0%

Subcontractor Labor - Clerical $4,839 5.0%

Subcontractor Labor - Program Design $9,678 10.0%

Subcontractor Labor - Program Development $4.839 5.0%

Subcontractor Labor - Program Planning $4,839 5.0%

Subcontractor Labor - Program/Project Management $19,357 20.0%

Subcontractor Labor - Staff Management $0 0.0%

Subcontractor Labor - Staff Supervision $0 0.0%
¢ an uaanna I 11111

Subtotal Managerial and Clerical Labor $96, 784 100.0%

Travel and Conference Fees $11,874

Conference Fees $3,412 30.0%

Labor - Conference Attendance $2,275 20.0%

Subcontractor - Conference Fees $227 2.0%

Subcontractor - Travel - Airfare $455 4.0%

Subcontractor - Travel - Lodging $0 0.0%

Subcontractor - Travel - Meals $0 0.0%

Subcontractor - Travel - Mileage $0 0.0%

Subcontractor - Travel - Parking $0 0.0%

Subcontractor - Travel - Per Diem for Misc. Expenses $910 8.0%

Subcontractor Labor - Conference Attendance $227 2.0%

Tra vel - Airfa re $1,592 14.0%

Travel - Lodging $682 6.0%

Travel - Mea ls $341 3.0%

Travel Mileage $114 1.0%

Travel - Pa rking $0 0.0%

Travel - Per Diem for Misc. Expenses $1,137 10.0%

Appe ndix 2 - P rogra m Cos ts

2008 Program Costs Details

1 0



Efficient Commercia l Building Des ign P rogram

Budget Items

Subtotal Travel and Conference Fees $11,374 100.0%

Overhead (General and Administrative) - Labor and Materials $33,843

Equipment - Communica tions $717 2.0%

Equipment - Computing $717 2.0%

Equipment - Document Reproduction $717 2.0%

Equipment - Genera l Office $717 2.0%

Equipment - Transporta tion $717 2.0%

Facilities - Lease/Rent Payment $0 0.0%

Labor - Accounts Payable $358 1.0%

Labor Accounts Receivable $358 1.000

Labor - Administrative $358 1.0%

Labor - Automated Sys tems $0 0.0%

Labor - Communications $358 1.0%

Labor - Contract Reporting $358 1.0%

ILabor - Co orate Services $358 1.0%

Labor - Facilities  Maintenance $358 1.0%

Labor - Informa tion Technology $358 1.0%

Labor - Materia ls  Management $358 1.0%

Labor - Procurement $358 1.0%

Labor - Regulatory Reporting $14,337 40.0%

Labor - Shop Services $358 1.0%

Labor - Telecommunications $358 1.0%

Labor - Transportation Services $358 1.0%

Office Supplies $358 1.0%

Pos tage $358 1.0%

Subcontractor - Equipment - Communications $0 0.0%

Subcontractor Equipment - Computing $0 0.0%

Subcontractor - Equipment - Document Reproduction $0 0.0%

Subcontractor - Equipment - General Office $0 0.0%

Subcontractor - Equipment - Transportation $0 0.0%

Subcontractor - Facilities Lease Rent Payment $0 0.0%

Subcontractor - Office Supplies $0 0.0%

Subcontractor - Postage $0 0.0%

Subcontractor Labor - Accounts Payable $0 0.0%

Subcontractor Labor - Accounts Receivable $0 0.0%

Subcontractor Labor - Administrative $0 0.0%

Subcontractor Labor - Automated Systems $0 0.0%

Subcontractor Labor - Communications $0 0.0%

11



Efficient Commercia l Building Des ign P rogram

Budget Items

Subcontractor Labor - Contract Reporting $0 0.0%

ISubcontractor Labor - Co orate Services $0 0.0%

Subcontractor Labor - Facilities Maintenance $0 0.0%

Subcontractor Labor - Information Technology $0 0.0%

Subcontractor Labor - Materia ls  Management $0 0.0%

Subcontractor Labor - Procurement $0 0.0%

Subcontractor Labor Regulato Reporting $12,545 35.0%

Subcontractor Labor - Shop Services $0 0.0%

Subcontractor Labor - Telecommunications $0 0.0%

Subcontractor Labor - Transportation Services $0 0.0%

Subtotal Overhead $35,843 100.0%

Total Administrative Costs $144,000

Marketing/Advertising/Outreach

Internal Marketing Expense $82,000

Advertisements / Media Promotions $8,000 25.0%

Bill Inserts $1,280 4.0%

Brochures $1,920 6.0%

Door Hangers $0 0.0%

Labor - BusinessOutreach $1.600 5.0%

Labor - CustomerOutreach $1,600 5.0%

Labor - Customer Relations $1,600 5.0%

Labor - Marketing $9,600 30.0%

Print Advertisements $4,800 15.0%

Radio Spots $1 ,600 5.0%

Subtotal Internal Marketing Expense $32,000 100.0%

Subcontracted Marketing Expense 532.000

Subcontractor - Bill Inserts $1,600 5.0%

Subcontractor - Brochures $1,600 5.0%

Subcontractor - Door Hangers $0 0.0%

Subcontractor - Print Advertisements $0 0.0%

Subcontractor - Radio Spots $3,200 10.0%

Subcontractor - Television Spots $0 0.0%

SubcontractorLabor - Business Outreach so ,600 5.0%

Subcontractor Labor Customer Outreach $1,600 5.0%

Subcontractor Labor - Customer Relations $1,600 5.0%

Subcontractor Labor - Marketing $1 ,600 5.0%

Televis ion Spots $0 0.0%

1 2



Efficient Commercia l Building Des ign P rogram

Budget Items

Website Development $19,200 60,000

Subtotal SubcontractedMarketing Expense $32,000 100.0%

ITotal Marketer Advertising/Outreach $64,000

Direct Implementation

Financial Incentives to Customers $454,400

Activity - Labor $22, 720

Labor - Curriculum Development $1,818 8.0%

Labor - Customer Education and Training $9,088 40.0%

Labor - Customer Equipment Testing and Diagnostics $0 0.0%

Labor - Facilities  Audits $6,816 30.0%

Subcontractor Labor-Facilities Audits $2,272 10.0%

Subcontractor Labor - Curriculum Development $1,136 5.0%

Subcontractor Labor - Customer Education and Training $1,136 5.0%

Subcontractor Labor - Customer Equipment Testing and Diagnostics $454 2.0%

Subtotal Activity $22, 720 100.0%

Hardware and Materials - Installation and Other DI Activity $5,680

Audit Applications and Forms $454 8.0%

Direct Implementation Literature $1,136 20.0%

Education Materials $1,136 20.0%

Energy Measurement Tools $568 10.0%

Ins ta lla tion Hardware $568 10.0%

Subcontractor - Direct Implementation Literature $227 4.0%

Subcontractor - Education Materials $227 4.0%

Subcontractor - Energy Measurement Tools $909 16.0%

Subcontractor - Installation Hardware $341 6.0%

Subcontractor -Audit Applications and Forms $114 2.0%

Subtotal Hardware and Materials $5,680 100. 000

Rebate Processing and Inspection - Labor and Materials 385,200

La bor - Fie ld Verifica tion $8,520 10.0%

Labor - Rebate Processing $0 0.0%

Labor - Site Inspections $8,520 10.0%

Reba te Applica tions $0 0.0%

Subcontractor - Rebate Applications $8,520 10.0%

Subcontractor Labor - Field Verifica tion $17,040 20.0%

Subcontractor Labor - Rebate Processing $25,560 30.0%

Subcontractor Labor - Site Inspections $17,040 20.0%

1 3



Efficient Commercia l Building Des ign P rogram

Budget Items

Subtotal Rebate Processing and Inspection $85,200 100.0%

Total Direct Implementation $568,000

Evaluation, Measurement and Verification

EM&V La b o r  a n d  Ma te r ia ls $]3,443

La bor - E M&V $672 5.0%

Ma te ria ls  - EM&V $672 5.0%

Subcontractor Labor - E M&V $12,099 90.0%

Subtotal EM& VActivity - Labor $13,443 100.000

EM&V Overhead $.10,557

Be n e fits  EM&V La b o r $0 0.0%

Overhead - EM&V $5,278 50.0%

Subcontractor Overhead - EM&V $0 0.0%

Subcontractor Travel - EM&V $0 0.0%

Tra ve l - EM&V $5,278 50.0%

SubtotalEM& V Ovw'head $10,557 100.000

TotalEM& V $24,000

Total Budget $800,000

1 4
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Small Business  Program

TEP Small bus ines s  Program

P ro g ra m  Co n c e p t  a n d  De s c rip t io n

DS M incentive  programs have  typica lly had limited success  reaching sma ll business  pa rticipants . This
marke t segment genera lly has limited access to investment capita l, little  or no knowledge  of energy cost
savings  opportunitie s , and requires  a  s imple  payback of one  yea r or le ss  be fore  they will pa rticipa te . In
orde r to succe ss fully re a ch this  ma rke t se gme nt a nd e ncoura ge  sma ll bus ine sse s  to pa rticipa te , the
company proposes to offe r a  direct insta lla tion program with the  fea tures described be low. The  proposed
progra m will focus  on re ducing known ba rrie rs  in this  ma rke t a nd provide  the  ince ntive s  a nd de live ry
mechanisms to encourage participation in the program.

In orde r to minimize  the  ha ss le  fa ctor for cus tome rs  a nd e ncoura ge  the  ma rke t to provide  e ne rgy
e fficiency se rvices  to the  sma ll bus iness  marke t segment, the  program will be  ope ra ted a s  an "up-
s tream" marke t program and offe r incentives  directly to ins ta lling contractors . In orde r to s timula te
the  market, incentives will be  offered which are  intended to reduce  the  measure  payback to one  year
or le s s , cove r from 75% to 100% of the  ins ta lle d cos t of the  me a s ure , a nd provide  a  TRC cos t
effectiveness of one or more.

Eligible  customers for the  Small Business P rogram are  customers who qualify for TEP 's pricing plan,
Ra te  10 - Small Genera l Se rvice , (typica lly an aggrega te  monthly demand of 200 kW or le ss). This
crite ria  a llows  the  progra m to focus  re s ource s  on thos e  cus tome rs  with the  gre a te s t ba nte rs  to
participa tion. Customers on other commercia l pricing plans (typica lly with demands grea te r than 200
kw) a re not e ligible  for this program but can participate  in other TEP programs.

The  program will offe r incentives  for a  se lect group of re trofit (RET) and replace -on-burnout (ROB)
e ne rgy e fficie ncy me a sure s  in e xis ting fa cilitie s . The  e fficie ncy me a sure s  offe re d by the  S ma ll
Bus ine s s  P rogra m include  high-e fficie ncy lighting e quipme nt upgra de s , high-e fficie ncy HVAC
equipment, lighting controls, programmable thermostats, and selected refrigeration measures.

The  dire c t ins ta ll com pone nt will u tilize  a n on-line  propos a l ge ne ra tion a nd proje c t tra cking
applica tion to reduce  the  transaction cos ts  of the  contractor which will re sult in lower cos ts  for the
participants .

The viability of each of the measures has been assessed through a cost-effectiveness analysis according to
the  Tota l Resource  Cost ("TRC") and Ratepayer Impact Measure  ("RIM") and Socie ta l Cost ("SC") tests .
The cost-effectiveness tests account for the energy and demand savings of each measure, the associated
avoided costs and net benefits to TEP, the customer incremental or installed costs, and the program
administration costs. The custom measure is designed so that each prob et that is approved must meet the
TRC test.

The program includes consumer educational and promotional pieces designed to assist business owners,
building operators and decision makers in the  small business market with the  information necessary to
improve  the  energy e fficiency of the  lighting, HVAC and re frigera tion systems in the ir facilities . The
program includes customer and trade a lly education to help them with understanding of the  technologies
being promoted, what incentives are  offered, and how the  program functions.

Appendix 3 provides a  program logic diagram.

1



S ma ll Bus ine s s  P rogra m

P ro g ra m  Ob je c t ive s

The primary goal of the  program is to encourage TEP's small business customers to insta ll energy
efficiency measures in existing facilities. More specifically, the  program is designed to :

Encourage  small business customers to insta ll high-efficiency lighting equipment and controls,
HVAC equipment, and energy-efficient re frigera tion system re trofits  in the ir facilities  (see  Table  l
for the schedule of measures and incentives) .

Encourage contractors to promote  the  program and provide tum-key insta lla tion services to small
business customers.

Overcome the unique market barriers of the small business market including:

o First costs and lack of access to capita l for energy efficiency improvements

o Lack of awareness and knowledge about the  benefits and cost of energy efficiency improvements,

O Hassle and transaction costs

o Performance uncerta inty associa ted with energy efficiency projects, and

Assure that the participation process is clear, easy to understand and simple.

Increase the awareness and knowledge of business owners, building owners and managers, and other
decision-rnakers on the benefits of high-efficiency equipment and systems.

P ro g ra m  Ra t io n a le

P rogram pa rticipa tion by sma ll business  customers  has  typica lly been ve ry low in DS M programs even
with ta rge ted marke ting e fforts . As a  result, utilitie s  across  the  country have  begun to design innova tive
programs specifica lly formulated to penetra te  this market segment. At the  same time, there  are  significant
e ne rgy e fficie ncy opportunitie s  in sma ll comme rcia l cus tome r fa cilitie s . Howe ve r, se ve ra l s ignifica nt
ma rke t ba rrie rs  a re  typica lly e ncounte re d in this  ma rke t. The se  ba rrie rs  ne e d to be  a ddre sse d in the
program des ign with initia tive s  included to ove rcome  these  ba rrie rs . Key marke t ba rrie rs  among sma ll
comme rcia l cus tome rs  include  ca pita l cos t a nd la ck of a cce ss  to ca pita l, la ck of a wa re ne ss  of e ne rgy
efficiency opportunities, project lead time and the  "hassle" factor.

Successful programs across the country have employed a combination of features to reach this market and
result in energy savings including covering up to l 00% of insta lled cost, providing financing for costs  not
cove red by incentive s , offe ring free  ene rgy audits , and engaging the  contractor community to provide
turn-key services. Small businesses lack the  capita l, expertise  and sta ff necessary to ana lyze  and act on
e ne rgy-e fficie ncy opportunitie s . The  propose d sma ll bus ine s s  progra m will minimize  the se  ba rrie rs
e ffe ctive ly by lowe ring the  firs t cos t, minimizing cus tome r ha ss le  a nd tra nsa ction cos ts , a nd re ducing
risks associa ted with equipment performance and contractor re liability.

Programs must take an innovative approach to providing energy efficiency services to the  hard-to-reach
small commercial market segment. The direct insta ll program concept has a  proven track record of high
participation ra te  and cost-effective  life  cycle  savings for hard-to-reach markets. The challenge of this
approach has been to successfully balance marketing and administra tive costs with incentive levels in
order to maximize cost effectiveness. The proposed program design minimizes marketing and transaction
costs while  maximizing penetration, and therefore , cost-effectiveness.

The most cost-effective approach to any program is highly dependent upon the characteristics of the
target market for which savings are  desired. For certa in markets, approaches that involve high levels of
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S ma ll Bus ine s s  P rogra m

effective  information dissemination and moderate  incentives provide the  most cost effective  solution.
Recent utility experience in delivering and evaluating commercia l programs indicates that this is not the
case for small and very small businesses, especially those in economically depressed areas. The historical
evidence demonstrates clearly that very small commercial customers will not adopt efficiency measures
or participa te  in e fficiency programs a t meaningful leve ls without a  combination of high incentive  levels
and complete  turnkey services.

Ta rg e t  Ma rke t  a n d  Elig ib ility  Re q u ire m e n ts

A11 commercia l customers who qualify for TEP 's pricing plan, Rate  10 - Small General Service ,
(typically an aggregate  monthly demand of 200 kW or less). Customers must be  in the  TEP service
region, receive e lectric service  from TEP and have a  monthly demand of 200 kW or less to be  e ligible  to
participate  in the  program. Systems or equipment being replaced on burnout (ROB) or prior to fa ilure
(re trofit) a re  a ll e ligible  for the  program.

The application designation is important because it helps to define what type of cost estimate  is needed by
identifying the types of projects where the measure is expected to be applied. There are  three application
codes that have been used:

Re tro fit  (RET) - Replacing a  working system with a  new technology before  the  end of its  useful life ,
or insta lling a  technology tha t was not there  before . The cost basis for this applica tion is typica lly
insta lled cost,

Rep lace-o n -b u rn o u t (ROB) - Replacing a  technology a t the  end of its  useful life . The cost basis for
this application is typically the  incremental cost of a  more  efficient technology compared to a  less
efficient base line  technology and

Estimate of Baseline Conditions
TEP has not conducted a  formal baseline  study of the  existing small commercia l market. However, the
experience of other utilities and research conducted elsewhere around the country confirms that the  small
business market is an under served market, and that significant savings opportunities exist. In preparing
the analysis of each of the measures included in this plan, the baseline performance conditions of each
technology were estimated based on best available  knowledge of current market conditions and
technology applications. Resources used for the  estimation of both baseline and energy efficiency
technology performance and cost included (i) the  California  DEER database , (ii) de ta iled engineering
modeling and simula tion specific to the  desert southwest climate , (iii) da ta  from recognized industry
resources such as the CEE and ASHRAE, (iv) manufacturers data , and (v) data  accumulated from similar
analysis for other regional utilities. In order to substantia te  the  baseline assumptions made in the
prepara tion of this plan, TEP is proposing to conduct a  fonta l base line  study but funding for the  base line
study will be requested in a  separate  docket from this Program Plan.

P ro d u c ts  a n d  S e rvic e s  P ro vid e d

The Small Business Program is an upstream market incentive program design that provides incentives
directly to insta lling contractors for the  insta lla tion of energy efficiency measures in existing non-

3



Small Business  Program

residentia l facilities with a  monthly demand of 200 kW or less. More  specifica lly, the  program offers the
following products and services:

Consumer educational and promotional pieces designed to assist contractors with marketing the
program and business/facility operators with the  information necessary to make decisions regarding
improving the  energy e fficiency of lighting, HVAC and re frigera tion systems,

Education and promotional efforts for customers and contractors on how the  program functions, what
energy efficiency technologies are  offered, what incentives are  provided and the benefits of the
measures,

Measures and up stream incentives provided to the installing contractor are  included in the tables
be low, a nd

Internet enabled efficiency measure  analysis, proposal preparation and project tracking

The  S ma ll Bus ine s s  progra m will be  a n ups tre a m ma rke t progra m providing ince ntive s  dire ctly to
contra ctors  for the  ins ta lla tion of se le cte d high e fficie ncy lighting, HVAC a nd re frige ra tion me a sure s .
The incentives will be  se t a t a  higher level for this market in order to incept contractors to se ll and deliver
the program thus offsetting the need for TEP marketing and overhead expenses. In order to further reduce
overhead expenses, the program may employ internet measure analysis and customer proposal processing
which will make  the  process  easy for both contractors  and customers . The  program design is  meant to
m inim ize  com m on ba rrie rs  to im ple m e nta tion of e ne rgy e ffic ie ncy im prove m e nts  in this  m a rke t,
including la ck of ca pita l, ha ss le  fa ctor, informa tion se a rch cos ts , tra nsa ction cos ts  a nd pe rforma nce
uncerta inty. The measures to be included in the  program are:

Lighting Measures:
•

•

•

TG lighting re trofits  - re trofit of T12 fluorescent lighting with TG lighting.
Screw-in CFL re trofits  - replacement of incandescent lamps with screw-in fluorescent lamps.
Exit s ign re trofits re trofit of incandescent and CFL exit s igns  with LED or e lectroluminescent
exit s igns lighting.
Occupancy sensors insta lla tion of occupancy sensor controls on lighting systems.
De-lamping - De-lamping of fluorescent lighting fixtures.

HVAC Measures:
• Ins ta lla tion of high-e fficie ncy pa cka ge d a ir conditione rs  a nd he a tHigh-e ffic ie ncy AC/HP  -

pumps,
Programmable thermostats
thermostats.

Replacement of s tandard thermosta ts  with programmable  se t-back

Refrigera tion  Meas u res :
• Integra ted re frigera ted case  controls  and motor re trofits  -- Retrofitting re frigera ted cases in small

commercia l facilities with control systems and other measures tha t reduce  case  energy use . The
inte gra te d pa cka ge  inc lude s  fa n a nd a nti-s we a t he a te r controls ,  re pla c ing fa ns  with high
efficiency models, and other component controls.
Re frige ra te d ca se  e va pora tor fa n controls  - ca se  e va pora tor fa n
controls .

Ins ta lla tion of re frige ra te d

Anti-sweat heater controls Insta lla tion of refrigerated case  anti-sweat heater controls.
Refrigera ted case  fan motor re trofit Re trofit of re frigera ted case  fan motors with high-efficiency
motors .
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S ma ll Bus ine s s  P rogra m

LIG HTING  MEAS UR}81S
i

Incen tive
r  Un it

Replace T12 Sys tems  & Magnetic Ballas ts  w TG Sys tems  & Electronic Ballas ts $35 Per Fixture

Energy Efficient Integra l Compact Fluorescent Lighting (CFL) $7 Per Lamp

Replace Incandes cent and CFL Exit S ign $60 Per Fixture

Decamping and Replace 4-lamp T12 Systems with TG SO stems $45 Per Fixture

Ins ta ll Occupancy Sensors  on Lighting Fixtures
$65

Per Connected
kW

HVAC  ME AS UR E S

Programmable Thennobtats $150
P er

Thermos ta t

High-Efficiency Packaged AC and Hea t Pumps  (<65,000 Btuh) $125 - $675

P er unit,
depending on

Size and SEER
Ra ting

REFRIGERATION MEASURES

Integra ted Refrigera ted Case Control and Motor Retrofit
Up  to
$6,200

Incentive
depends  on

scope of
integra ted

retrofit a nd
blend of
measures
ins ta lled

Refrigerated Case Evaporator Fan Controls
Up to
$2,500

Incentive
depends  on

scope control
re trofit

Anti-swea t Hea ter Controls
Up to

$1,350.00

Incentive
depends  on

scope control
re trofit

Evapora tor Fan Motor Retrofit $140 Mo to r

Ta ble  1 pre s ents  a  s um m a ry of the  a ve ra ge  incentives  to be  offe red for ea ch of the  S m a ll Bus ines s
P rogra m  m ea s ure s . Unle s s  othe rwis e  noted in the  ta ble , the s e  a re  a ve ra ge  expected incentive s  for the
m e a s ure s  to be  ins ta lle d ba s e d on e xpe cte d m a rke t pa rtic ipa tion. S pe cific  ince ntive  le ve ls  for ce rta in
item s  whe re  a  va rie ty of configura tions  a re  pos s ible , s uch a s  lighting, ca n be  found in the  m ea s ure
a na lys is  works he e ts .

Table 1: Small Business Incentive Summary

Program Delivery Strategy

The  S m a ll Bus ine s s  P rogra m  is  a n ups tre a m  m a rke t ince ntive  progra m  tha t will utilize  contra ctors  to
provide  turn-ke y ins ta lla tion s e rvice s  to  cus tom e rs .  Ins ta lling contra c tors  will be  pre -qua lifie d  for
providing progra m  s e rvice s .  Qua lifica tion  re quire m e nts  will inc lude  m e e ting  m inim um  bus ine s s
pe rform a nce  s ta nda rds  a s  de fined by the  Arizona  Regis tra r of Contra ctors  a nd com ple ting a  TEP
s pons ore d progra m  orie nta tion a nd tra ining progra m . Ince ntive s  will be  pa id dire ctly to  contra ctors  a nd
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Small Business  Program

are  designed to offse t up 100% of project insta lla tion costs. The participation process may be  facilita ted
by an internet-based system that will provide an analysis of prob et savings, cost and cost savings and
automated proposal preparation.

TEP will assign an in-house program manager to oversee the program, provide guidance on program
activities that is consistent with TEP's goals and customer service requirements, and provide a  contact
point for customers who are  interested in or have concerns about the  program. The program manager will
be  responsible  for program administra tion, applica tion and incentive  processing, monitoring the  activities
of the  insta lling contractors , pa rticipa tion tracing and reporting, and overa ll qua lity control and
management of the  delivery process. As part of the  implementation plan, TEP will conduct outreach to
contractors, marketing and promotion to target customer groups, and education and tra ining on the
benefits  and functioning of the  program.

The  insta lling contractors will promote  the  program directly to customers, provide  tum-key insta lla tion
services and have access to the internet processing system to prepare proposals for customers.

P ro g ra m  Ma rke t in g  a n d  Co m m u n ic a t io n s  S t ra te g y

The marketing and communications stra tegy will be  designed to inform customers of the  availability and
benefits of the  program and how they can participate  in the  program. The stra tegy will include outreach to
insta lling contractors and other parties of interest in the  market. Ari important part of the  marketing plan
will be  content and functiona lity on the  TEP website , which will direct customers to information about
the  program. More  specifica lly, the  marketing and communica tions plan will include:

Education seminars targeted at the small business market to provide details about how to
participate  in the  Program. The seminars will be  ta ilored to the  needs of small business owners,
building managers, vendors, and electrical, mechanical and refrigeration contractors,

O

o

O

O

O

O

O

A combination of stra tegies including major media  advertising, outreach and presentations a t
professional and community forums and through direct outreach to customers with monthly
demands of 200 kW or less. Marke ting activities may include :

Brochures that describe the benefits and features of the  program. The brochures will be
mailed upon demand and distributed through the  call center and TEP.com and will be
available  for various public awareness events,

Targeted mailing used to educate customers on the benefits of the program and explain how
they can participa te  through pre-qualified insta lling contractors,

Customer and trade partner outreach and presentations informing interested parties about the
benefits of the  program and how to participate ,

Print advertisements to promote the  program placed in selected local media  including the
Tucson area newspapers and trade publications,

Website  content a t TEP.com providing program information resources, contact information,
and links to other re levant service  and information resources,

Pre-qualified insta lling contractors will have  access to the  program implementa tion website
where they can analyze projects and prepare proposals for customers,

TEP customer care representatives trained to answer any customer questions regarding the
program,

Presence at conferences and public events used to increase general awareness of the program
and distribute  program promotional materia ls, and

O

6



S ma ll Bus ine s s  P rogra m

P ro g ra m Activitie s 2007 2008
New program submitted to ACC for approval

3New pro am approval (estimated)
Implementa tion contractor RePs issued
Implementation contractors se lected : . ,

Marketing and communications plan prepared
(including collateral materials)
Implementation plan prepared
Program kick-off and marketing campaign
launched
Program implementation and derive
MER impact and cost-effectiveness analysis
MER process evaluation
Progress reporting to ACC
Program redesign as needed

2008 2009 2010 2011

Non-coincident peak (kW) 1,297 1,396 1,458 1,502 1,525
Coincident peak (kW) 1,170 1,259 1,315 1,354 1,375

Ene rgy S a vings  (kph) 6,459, l0 l 6,950,764 7,261,562 7,479,409 7,595,287

O Presentations by the program manager to contractor and customer groups to actively solicit
the ir participa tion in the  program.

TEP will design and develop the  content, messaging, branding, and calls to action of a ll of the
marketing and colla teral materia ls used to promote the  program,

The  implementa tion contractor will be  responsible  for assisting with program promotion
including customer contact, a ttendance at public presentations and events, and be the primary
contact point from the  website  and other promotional materia ls.

P ro g ra m  Im p le m e n ta t io n  S c h e d u le

The program implementation schedule  is summarized in Table  2.

Table 2. Small Business Program Implementation Schedule

Estimated Participation and Demand and Energy Savings

Total annual demand and energy savings goals are  presented in Table 3. In addition to the savings shown
below, it is  estimated tha t the  program will produce  the  additiona l environmenta l benefits  from 2008 -
2012 shown in Table  4.

Table 3. Pro.iected Capacity and Energy Benefits
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S ma ll Bus ine s s  P rogra m

Water Savings 17,873,062 Gallons
SOx 85,433 Lbs
NOx 141,912 Lbs
CON 74,637,906 Lbs

Cast Eftectivgness Tests§"
.\..Yu.s

;

" ¥ " ; L +
a
R I M

Benefit/Cost Ra tio 2.11 2.62 0.54

Ratio of Non-inc to Incentive  Costs 70.500
IP  Dis count Ra te 8.500 o
Socia l Discount Rate 5.00%
Weighted Average NTG Ra tio: 90° o

Total Program Budget $1,300,000
Total Administrative and O&M Cost Allocation $234,000
Manage ria l & Cle rica l $187,200
Travel & Direct Expenses $28,080
Overhead $18,720
Total Marketing Allocation $130,000
Inte rna l Marke ting Expense $65,000
Subcontracted Marketing Expense $65,000
Total Direct Implementation $871,000
Financia l Incentives $731,640
S upport Activity Labor $34,840

Table 4. Projected Environmental Benefits, 2008 - 2012

Program Cost Effectiveness

Table  5 provides a  summary of the  benefit/cost analysis results for this program. A deta iled benefit/cost
analysis is presented in Appendix 2.

Table 5. Benefit-cost analysis results

In addition to estimating the savings from each measure, this analysis re lies on a  range of other
assumptions and Financial data provided in Table 6. Because the program consists of a  variety of measure,
each with a  unique avoided cost and economic useful life , these metrics are  not provided in Table  6 but
can be found in the  individual measure  analysis worksheets.

Tab le  6. Other Financial As s umptions

Program Costs (Budget)

The program budget for 2008 of $1 ,300,000 will be  a llocated as shown in Table  7, while  Table  8 provides
the expected program budgets through 2012. Appendix 1 provides addition details on the 2008 budget.

Table 7. 2008 Program Budget

8



Small Business  Program

Hardware  & Ma te ria ls $17,420
Rebate  Processing & Inspection $87,100
Total EM&V Cost Allocation $65,000
EM&V / Re se a rch Activity $61,750
E M&V Overhead $3,250

Ye a r 2o11
Tota l Budge t $1,300,000 $1,339,000 $1,379,170 $1 ,420,545 $1,463,161
Incentives $731 ,640 $787,332 $822,537 $847,213 $860,339
Administra tive  Costs $568,360 $551,668 $556,633 $573,332 $602,823
Incentives as % of Budget 56.3% 58.8% 59.6% 59.6% 58.8%

Table 8. 2008 - 2012 Program Budget

Measurement, Evaluation, and Research

TEP will adopt a  stra tegy that ca lls for integrated data  collection that is designed to provide  a  quality data
resource  for program tracking, management and eva lua tion. This approach will enta il the  following
primary activities :

Databas e management - As part of program opera tion, TEP or an approved contractor will
collect the necessary data elements to populate the tracking database and provide periodic
reporting.

In teg rated  implemen tation  data  co llection - TEP  will work with the  implementa tion contractor
to establish systems to collect the data needed to support effective program management and
evaluation through the implementation and customer application processes. The database
tracing system will be  integra ted with implementa tion da ta  collection processes.

Fie ld  verifica tio n - TEP  or an approved contractor will conduct fie ld verifica tion of the
insta lla tion of a  sample  of measures throughout the  implementation of the  program.

Tracking of s avings  us ing deemed s avings  values .. TEP will develop deemed savings values
for each measure  and technology promoted by the program and periodically review and revise  the
savings values to be consistent with program participation and accurately estimate the savings
being achieved by the program.

This approach will provide TEP with ongoing feedback on program progress and enable  management to
adjust or correct the program measures to be more effective, provide a  higher level of service, and be
more  cost beneficia l. Integra ted da ta  collection will provide  a  high quality da ta  resource  for eva lua tion
activities .

9



S ma ll Bus ine s s  P rogra m

Budget Items Budget
Allocation
Rate (%)

Ad min is tra tive
Man ag eria l an d  Cle rica l Lab o r $187,200
Labor - Cle rica l $9,360 5.00 0

Labor - P rogram Design $9,360 5.00 o

Labor - Program Development $9,360 5.000
Labor - P rogram P lanning $28,080 15.000
Labor - Program/Proj act Management $18,720 10.0%
Labor - S taff Management $18,720 10.0%
Labor - S ta ff Supervision $9,360 5.0%
Subcontractor Labor - Clerica l $9,360 5.000
Subcontractor Labor - Program Design $18,720 10.0%
Subcontractor Labor - Program Development $9,360 5.0%
Subcontractor Labor - Program Planning $9,360 5.0%
Subcontractor Labor - Program/Proj act Management $37,440 20.0%
Subcontractor Labor - S taff Management $0 0.0%
Subcontractor Labor - S taff Supervision $0 0.00 0

Travel & Direct Expenses 8.28, 080
Conference Fees $2,808 10.0%
Labor - Conference  Attendance $2,808 10.0%
Subcontractor - Conference Fees $562 2.0%
Subcontractor - Travel - Airfare $1,123 4.00 o
Subcontractor - Travel - Lodging $562 2.0%
Subcontractor - Travel - Meals $562 2.00 0
Subcontractor - Travel - Mileage $562 2.00 o
Subcontractor - Travel .. Parking $562 2.00 0
Subcontractor - Travel - Per Diem for Misc. Expenses $2,527 9.00 0
Subcontractor Labor - Conference Attendance $562 2.0%
Trave l - Airfa re $3,931 14.0%
Trave l - Lodging $2,808
Travel - Meals $1,404 5.0%
Trave l - Mileage 31 ,404 5.0%
Trave l - Parking $842 3.0%
Travel - Per Diem for Misc. Expenses $5,054 18.000

Overhead General and Administrative) - Labor and Materials $18, 720
Equipment - Communica tions $374 2.000
Equipment - Computing $374 2.0%
Equipment - Document Reproduction $374 2.00 0

Equipment - Genera l Office $374 2.0%
Equipment - Transporta tion $374 2.0%
Facilities - Lease/Rent Payment $0 0.00 o
Labor - Accounts Payable $187 1.000
Labor - Accounts Receivable $187 1.000
Labor - Adminis tra tive $187 1.0%

Subtotal Managerial and Clerical Labor $187,200 100. ()00

Travel & Direct Expenses $28, 080 100.0%

Ap p e n d ix 1 - P ro g ra m  Co s ts
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S ma ll Bus ine s s  P rogra m

La bor - Communica tions $187 1.000

La bor ... Contra ct Re porting $187 1.000

ILabor - Co orate Services $187 1.0%

Labor - Facilities  Maintenance $187 1.000

La bor - Informa tion  Te chnology $187 1.000

La bor - Ma te ria ls  Ma na ge me nt $187 1.000

La bor - P rocure me nt $187 1.000
•»La b o r - R e la te Re porting $7,488 40.0%

La bor - S hop S e rvice s $187 1.000

La bor - Te le communica tions $187 1.000

La bor - Tra ns porta tion S e rvice s $187 1.000

Office  S upplie s $187 1 .0%

Posta ge $187 1.000

S ubcontra ctor - Equipme nt - Communica tions $0 0.000

S ubcontra ctor - Equipme nt - Computing $0 0.0%

S ubcontra ctor - Equipme nt - Docume nt Re production $0 0.0%

S ubcontra ctor - Equipme nt - Ge ne ra l Office $0 0.00 0

S ubcontra ctor - Equipme nt - Tra ns porta tion $0 0.00 0

S ubcontra ctor - Fa cilitie s  - Le a se /Re nt P a yme nt $0 0.00 o

S ubcontra ctor - Office  S upplie s $0 0.000

Subcontractor - Postage $0 0.000

Subcontractor Labor - Accounts Payable $0 0.00 0

S ubcontra ctor La bor - Accounts  Re ce iva ble $0 0.00 0

S ubcontra c tor La bor - Adminis tra tive $0 0.00 0

S ubcontra ctor La bor - Automa te d S ys te ms $0 0.000

S ubcontra ctor La bor - Communica tions $0 0.0° 0
S ubcontra ctor La bor - Contra ct Re porting $0 0.00 0

0S ubcontra ctor La bor - Co ora te  S e rvice s $0 0.0%

S ubcontra ctor La bor - Fa cilitie s  Ma inte na nce $0 0.00 0

S ubcontra c tor La bor - Informa tion Te chnology $0 0.0° o
S ubcontra ctor La bor - Ma te ria ls  Ma na ge me nt $0 0.000

Subcontractor Labc>r - Procurement $0 0.00 o

S ubcontra ctor La bor - Re ora tory Re porting $6,552 35.0° 0
S ubcontra ctor La bor - S hop S e rvice s so 0.00 0

S ubcontra ctor La bor - Te le communica tions $0 0.0° 0
S ubcontra ctor La bor - Tra ns porta tion S e rvice s $0 0.00 0

Subtotal Overhead $18, 720 100.000

Total Administrative Costs $234,000
IoMarketin Advertising Outreach

In te rn a l Ma rke tin g  Exp e n s e $65,008

Adve rtis e me nts  / Me dia  P romotions $16,250 25.0° o
Bill In s e rts $2,600 4.00 0

Brochure s $3,900 6.000

Door Ha nge rs $0 0.000

La bor - Bus ine s s  Outre a ch $3,250 5.00 0

La bor - Cus tome r Outre a ch $3,250 5.000

La bor - Cus tome r Re la tions $3,250 5.0° 0

$0 0.00 0Labor - Automated Systems
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S ma ll Bus ine s s  P rogra m

Print Advertisements $9,750 1 5 .0 0 0

Radio Spots $3,250 5.00 0

Subcontracted Marketing Expense $65,000
Subcontractor - Bill Inserts $3,250 5.000

Subcontractor - Brochures $3,250 5.00 0

Subcontractor - Door Hangers $0 0.00 0

Subcontractor - Print Advertisements $0 0.0%
Subcontractor - Radio Spots $6,500
Subcontractor - Television Spots $0 0.00 0

Subcontractor Labor - Business Outreach $3,250 5.000

Subcontractor Labor - Customer Outreach $3,250 5.000

Subcontractor Labor - Customer Relations $3,250 5.000

Subcontractor Labor - Marke ting $3,250 5.00 0

Television Spots $0 0.00 0

Website  Development $39,000 60.0° 0

Direct Implementation

Labor - Curriculum Deve lopment $2,787 8.000

Labor - Customer Educa tion and Tra ining $13,936 40.0%
ILabor - Customer Equipment Testing and Dia optics $0 0.00 o

Labor - Facilitie s  Audits $10,452 30.000

Subcontractor Labor - Facilities  Audits $3,484
Subcontractor Labor - Curriculum Development $1,742 5.00 0

Subcontractor Labor - Customer Education and Tra ining $1,742 5.00 0

Subcontractor Labor - Customer Equipment Testing and Diagnostics $697 2.000

Hardware and Materials - Installation and Other DI Activity $17,420
Audit Applica tions  a nd Fonts $1,394 8.00 0

Direct Implementa tion Lite ra ture $3,484 20.0%
Educa tion Materia ls $3,484 20.0° 0

Energy Measurement Tools $1,742 1 0 .0 0 0

Ins ta lla tion Hardware $1,742
Subcontractor - Direct Implementa tion Lite ra ture $697 4.000

Subcontractor - Education Materia ls $697 4.00 0

Subcontractor - Energy Measurement Tools $2,787 16.00 0

Subcontractor - Insta lla tion Hardware $1 ,045 6.000

Subcontractor -Audit Applica tions and Forms $348 2.00 o

Subtotal Hardware and Materials $12420 100.0%
Rebate Processing and Inspection - Labor and Materials 387,100
La bor - Fie ld Ve rifica tion $8,710
Labor - Rebate  Processing $0 0.00 0

Labor - S ite  Inspections $8,710 1 0 .0 0 0

Rebate  Applica tions $0 0.0° o

La bor - Ma rke ting $19,500 30.0%

Subtotal Internal Marketing Expense $65, 000 100 .000

Subtotal Subcontracted Marketing Expense $65, 000 100.0%

Total Marketing/A advertising/Outreach $130,000

Financial Incentives to Customers $73I,640

Activity - Labor $34,840

Subtotal Activity $34,840 I00 .0%

1 2



S ma ll Bus lne s s  P rogra m

Subcontractor Labor - Fie ld Verifica tion $17,420 20.0° 0
Subcontractor Labor - Rebate  Processing $26,130 30.0° o
Subcontractor Labor - S ite  Inspections $17,420 20.0° o

Evaluation, Measurement and Verification
EM&V Labor and Materials $61,"5¢')
La bor - EM&V $3,088 5.0%
Ma te ria ls  - EM&V $3,088 5.000
Subcontractor Labor - E M&V $55,575 90.0° o
Subtotal EM&VActivily - Labor $61, 750 100.000
EM&V Overhead $3,250
Benefits  - E M&V La bor $0 0.00 0

Overhead - EM&V $1,625 50.0° 0
Subcontractor Overhead - EM&V $0 0.0%
Subcontractor Travel - E M&V $0 0.0%
Trave l - E M&V $1,625 50.0%

Subtotal EM& V Overhead $3,250 10().000

$8,710 10.000

Subtotal Rebate Processing and Inspection $87,100 100.0%

TotalDirect Implementation $871,000

TotalEM&V $65,000

Total Budget $1,300,000

Subcontractor - Rebate  Applica tions
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S ma ll Bus ine s s  P rogra m

Appendix 3 - Small business Implementation Process

Existing Facilities Program

Contractor Activities Customer Actions TEP Activities

Contractors Promote .
Programs to Business i
Owners and Building
Owners/Managers

v

,

IContrarnors Prepare .i
Proposals and Submit I

IO Customers

Customer Decides to
Participate > Proposal Logged on

Tracking DatabaseI

I

W
a>
8
8
- H
o
<
E
s
m
e
D..

Contractors Installs
Measures

v

yes
\

I

Contractor Submits
Invoices to Customer
and Online Project

Completion Report to
TEP

Customer Accepts Work and
Pays Invoice

Project Completion
* Logged to Tracking

Database and Contractor'
Paid Incentives

Contractor Receives
Payment

41
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TEP's  DSM Adjus tor Methodology
Calculation Des cription and Example

Annua lly TEP  sha ll file  support for modifica tion to its  DS M Adjustor Ra te  for the  following yea r. The
DSM Adjustor Mechanism will provide  revenue  recovery for: 1) expenses incurred by TEP  for a ll DSM
program implementation, 2) the  TEP performance incentive , and 3) enhanced financia l incentives for
energy efficient equipment insta lled by TEP or its customers and approved for such incentives in advance
by the  ACC S ta ff.

The  filing for modifica tion of the  DSM Adjustor Mechanism Rate  for example  year 2009 will include  the
following informa tion:

(1)

(2)

(3)

(4)

(5)

(6)

(7)

A list of the expected costs of each DSM program for the next year, in this example 2009. The
expected expenses will be itemized into the cost categories of: (1) Planning and Administration, (2)
Program Incentives, (3) Program Management, (4) Consumer Outreach and Education, (5) Program
Implementation, (6) Training and Technical Assistance, and (7) Evaluation ofPrograln Results. The
total of these expected costs is the total DSM expenses of the next year ("TDSMENY").
A list of the actual expenses of each DSM program provided in the previous year, in this example
2007, in the cost categories 018 (1) Planning and Administration, (2) Program Incentives, (3) Program
Management, (4) Consumer Outreach and Education, (5) Program Implementation, (6) Training and
Technical Assistance, and (7) Evaluation of Program Results. The total of these actual expenses is the
total DSM expenses of the previous year ("ADSMEPY").
The actual revenue produced by the DSM Adjustor Mechanism the previous year ("ADSMRPY")
calculated by multiplying the DSM Adjustor Mechanism Rate in the previous year, in this example
2008, by the retail energy kph sold in the previous year.
The TEP DSM Performance Incentive Revenue Requirement expected to be recovered in the previous
year, in this example 2007, ("ADSMPPY").
The TEP DSM Efficiency Incentive Mechanism Revenue Requirement expected to be recovered in the
previous year, in this example 2007, ("ADSMIPY").
Estimated total DSM qualifying adjusted retail sales of electrical energy in kph for the next year, in
this example 2009, ("TRSOEE"), before expected DSM program-created energy consumption
reductions are included.
The estimated DSM program-created energy consumption reductions in the next year, in this example
2009. ("DSMECRCY")

The DSM Basic P rogram Rate  ("DSMBPR") would then be  ca lcula ted as:

DS MBP R ($/kWh) ((TDS MENY <1> +ADS MEP Y (2) +ADS MP P Y (4) +ADsM1py(5) -ADS MRP Y
(3)) / (TRS OEE (6) .- DS MECRCY (7)))

The  DSM Adjustor Mechanism Rate  ("DSMAMR") would then be  ca lcula ted as  the  sum of the  DSM
Basic P rogram Rate , the  projected DSM Efficiency Incentive  Rate  ("DSMEIR") and the  projected DSM
Performance  Incentive  Adjustor Ra te  ("DSMPAR"):

DS MAMR in $/kwh = (DS MBP R + DS MEIR + DS MDAR)

A hypothe tica l example  ca lcula ting the  DSMAMR for this  example  in year 2009:

In 2007, the  ADSMEPY (2) from opera ting the  DSM program was $10,450,252.
In 2007, the  ADSMPPY (4) was to have  been $520,000.00.
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•

•

•

•

•

•

In 2007, the  ADSMIPY (5) was to have  been $214,000.00
In 2007, the  ADSMRPY (3) billed and rece ived was $11,217,936.
The  ca lcula ted DS MEIR is  $0.00000085 / kph for 2009.
The  ca lcula ted DS MDAR is  $0.00061635 / kph for 2009.
For 2009, TEP  proposes  a  DSM program with expected TDSMENY (l) cost of $l2,500,000.
The 2009 estimated TRSOEE (6) before  DSM measures are  expected to be  10,076,379,461 kph.
DSMECRCY (7) in 2009 a re  expected to be  34,700,000 kph.

The DSM Basic Program Rate  for example  year 2009 would be:

((12,500,000+10,450,252+520,000+214,000-11,217,936) / (10,076,379,461 - 34,700,000)) = $0.001241 /kph

This  would then be  added to the  DSMPAR and DSMEIR to build the  DSM Adjustor Mechanism Tariff
Rate  for example year 2009:

$0.00124146 + $0.00061635 + $0.00000085 = $0.001859 per kph

Thus completing the rate  schedule for the DSM Tiers :

Tie r 1 DS M Ra te  = $0.000000 pe r kph.
Tie r 2 DS M Ra te  = $0.001859 pe r kph.
Tie r 3 DS M Ra te  = $0.005576 pe r kph.
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Des cription of DSM Adjus tor Mechanis m Tariff Rate
Example  2008

Concept:

All cus tome rs  will be  bille d for DS M on a  pe r kph of e ne rgy consume d pe r monthly
billing pe riod ba s is . Howe ve r, diffe re nt cus tome r cla s se s  will be  bille d in diffe re nt
manners  a s  follows:

O Res identia l Clas s  (Ra tes  1, 21, 70, 201): Re s ide ntia l cus tome rs  will not
be  bille d a ny DSM cha rge s  on the  firs t 500 kph of monthly e ne rgy
consumption. For monthly e ne rgy consumption a bove  500 kph but le s s
tha n 3,500 kph, the  cus tome r will be  bille d a t the  Se cond Tie r DSM ra te .
For monthly ene rgy consumption above  3,500 kph, the  cus tomer M11 be
bille d a t the  Third Tie r DS M ra te .

O Small Genera l Service  Clas s  (Rates  10, 76): Comme rcia l cus tome rs  will
not be  bille d a ny DSM cha rge s  on the  firs t 500 kph of monthly e ne rgy
consumption. For monthly e ne rgy consumption a bove  500 kph but le s s
tha n 55,000 kph, the  cus tome r will be  bille d a t the  Se cond Tie r DSM
ra te . For monthly ene rgy consumption above  55,000 kph, the  cus tomer
will be  bille d a t the  Third Tie r DS M ra te .

o All othe r cus tomers  billed on a  monthly ene rgy consumption bas is  will be
billed a t the  Second Tie r DSM ra te  for a ll kph of ene rgy consumed pe r
month.

• The  Third Tie r DSM ra te  will be  three  times  the  Second Tie r DSM ra te .

Rate  S truc ture  for Firs t Year (2008):

•

•

Firs t Tie r DS M ra te  = $0.0000 pe r kph of a pplica ble  monthly consumption

Second Tie r DSM ra te  = $0.000625 pe r kph of applicable  monthly consumption

• Third Tie r DS M ra te  = $0.001875 pe r kph of a pplica ble  monthly consumption

S a m p le  Bill Exa m p le  Ca lc u la tio n s :

• Exa mple  #1: Re s ide ntia l cus tome r consume s  450 kph in the  month. The  firs t 500
kph a re  e xe mpt from the  DSM cha rge . The re fore  the  DSM cha rge  = $0.00 for the
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month. This  represents  an ave rage  consumption of 0.6 kW for a ll hours  of the  month,
a  bit less than average.

(Average year round TEP residential customer monthly consumption is about 960
kph which represents average consumption of].38' kWfor all hours of the month.)

• Exa mple  #2: Re s ide ntia l cus tome r consume s  1,250 kph in the  month. The  firs t 500
kph a re  e xe mpt from the  DS M cha rge . The  re ma ining (1 ,250 - 500=) 750 kph a re
billed a t the  Second Tie r DSM ra te  of $0.000625/kWh = $0.47 for the  month. This
represents  an average  consumption of 1.7 kW for a ll hours  of the  month, a  bit more
than average.

• Exa mple  #3: Re s ide ntia l cus tome r consume s  5,250 kph in the  month. The  firs t 500
kph a re  e xe mpt from the  DS M cha rge . The  ne xt (3,500 - 500=) 3,000 kph a re
billed a t the  Second Tie r DSM ra te  of $0.000625/kWh = $1 .88 for the  month. $1 .88
is  the n a dde d to the  Third Tie r DS M bille d e ne rgy of (5,250 - 3,500 =) 1,750 kph
times  $0.001875 = $3.28, for a  tota l DSM cha rge  of $5.16 for the  month. This
represents  an average  consumption of 7.3 kW for a ll hours  of the  month, a  lot more
than average.

• Exa mple  #4: A sma ll Comme rcia l cus tome r consume s  3,250 kph in the  month.
The  firs t 500 kph a re  e xe mpt from the  DSM cha rge . The  re ma ining (3,250 - 500=)
2,750 kph a re  billed a t the  Second Tie r DSM ra te  of $0.000625/kWh = $1.72 for the
month. This  represents  an ave rage  consumption of 4.5 kW for a ll hours  of the  month.

• Exa mple  #5: A la rge r Comme rcia l cus tome r consume s  75,250 kph in the  month.
The  firs t 500 kph a re  e xe mpt from the  DSM cha rge . The  ne xt (55,000 - 500=)
54,500 kph a re  billed a t the  Second Tie r DSM ra te  of $0. 000625/kWh = $34.06 for
the  month. $34.06 is  then added to the  Third Tie r DS M bille d e ne rgy of (75,250 -
55,000 =)20,250 kph times  $0. 001875 = $37.97, for a  tota l DSM cha rge  of $72.03
for the  month. This  represents  an ave rage  consumption of 104.5 kW for a ll hours  of
the  month.

• Exa mple  #6: A me dium s ize  Indus tria l cus tome r consume s  3,275,000 kph in the
month. All kWhs  a re  bille d a t the  S e cond Tie r DS M ra te  of $0. 000625 pe r kph
which results  in a  DSM charge  of $2046.88 for the  month. This  represents  an
average  consumption of 4,549 kW for a ll hours  of the  month.
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DSM Adjustor Mechanism Tariff (example)

Exhibit DAS-4
Page 1 of 20

Customer Class
Customer
Months

Annual Energy
Consumption -

KWH

1st Tier -
KWH @OX

2nd Tier -
KWH @ IX

3rd Tier - KWH
@EX

DSMAMTR
Energy

Equivalent

Residential
Rana 01
Single Phase Customer Months
Poly Phase Customer Months

4,102,937
a,804

151,191,445
1,944,859,708

0
1 ,944,859,II08

421 ,830,751

Summer Monthly Energy 1st 500 kph
Summer Monthly Energy Next aouo kph
Summer monthly Energy over 3500 kph

157,191,445
1,944,859,708

140,510,250 140,610,250

280,753,681
1 ,095,328,529

0
1,095,328,529

65,743,547

Winter Monthly Energy 1st 500 kph
Winter Monthly Energy Next 3000 kph
Winter Monthly Energy over 3500 kph

280,753,681
1,095,328,529

21,914,549 21,914,549

Subtotal
% of Annual Energy Per Category

4,105,741 3,640,658,153 437,945,125
12.03%

3,040,188,237
83.51%

162,524,799
4.46%

3,527,762,635
96.90%

M it21
Single Phase Customer Months
Poly Phase Customer Months

34,512

291,925
26,169,378

0
26,169,378
13,216,180

Summer Monthly Energy 1st 500 kph
Summer Monthly Energy Next 8000 kph
Summer monthly Energy over 3500 kph

291,925
26,169,378
4,405,393 4,405,393

636,300
20,392,657

0
20,392,657
2,160,807

Winter Monthly Ener y 1st 500 kph
Winter Monthly Energy Next 3000 kph
Winter Monthly Energy over3500 kph

636,300
20,392,657

720,269 720,269

Subtotal
% of Annual Energy Per Category

34,512 52,615,922 928,225
1.76%

4G,562,085
88.49%

5,125,662
9.74%

61,939,022
117.72%

RI!! TG
Single Phase Customer Months
Poly Phase Customer Months

50,148

838,733
34,156,925

0
34,156,925
11 ,588,027

Summer Monthly Energy 1st 500 kph
Summer Monthly Energy Next a00o kph
Summer monthly Energy over 3500 kph

B38,II33
34,156,925
3,846,009 3,846,009

2,116,434
22,582,213

Winter Monthly Energy 1st 500 kph
Winter Monthly Energy Next 3000 kph
Winter Monthly Energy over 8500 kph

2,116,434
22,582,213

510,107 610,107

0
22,582,213
1,830,320

Subtotal
% of Annual Energy Per Category

50,748 64,150,421 2,955,167
4.61%

56,739,139
88.45%

4,4ss,11 s
6.95%

70,107,486
109.29%

Rau2o1 A
Single Phase Customer Months
Poly Phase Customer Months

86,138

1,698,038
48,260,469

0
48,260,459
9,258,236

Summer Monthly Energy 1st500 kph
Summer Monthly Energy Next soon kph
Summer monthly Energy over as00 kph

1,698,038
48,260,469
3,086,079 3,086,079

3,035,325
34,712,452

0
34,712,462
2,407,191

Winter Monthly Energy 1st 500 kph
Winter Monthly Energy Next ao00 kph
Winter Monthly Energy over a500 kph

3,035,325
34,712,462

802,397 802,397

Subtotal
% of Annual Energy Per Category

86,138 91 ,594,770 4,733,363
5.17%

82,972,931
90.59%

3,888,476
4.25%

94,638,359
103.32%

ram ao1 I
Single Phase Customer Months
Poly Phase Customer Months

e,a5a

124,686
3,485,102

Summer Monthly Energy 1st 500 kph
Summer Monthly Energy Next 3000 kph
Summer monthly Energy over s500 kph

124,686
3,485,102

451,491 451 ,491

0
3,485,102
1,354,473

155,813
2,882,298

Winter Monthly Energy 1st 500 kph
Winter Monthly Energy Next a0o0 kph
Winter Monthly Energy over 3500 kph

155,813
2,882,298

489,048 489,048

0
2,882,298
1,467,144

Subtotal f
% of Annual Energy Per Category

s,ssa 7,588,438 280,499
3.70%

6,367,491
83.91%

940,539
12.39%

9,189,017
121.09%
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nm201 c
Slngle Phase Customer Months
Poly Phase Customer Months

2,550

77,688
1,213,451

Summer Monthly Energy 1st500 kph
Summer Monthly Energy Next soon kph
Summer monthly Energy over shoo kph

77,688
1,213,451

83,921 83,921

o
1 .21 a,451

251 ,1st

109,123
811,862

o
811,362
sss,e9s

Wlnter Monthly Energy 1st500 kph
Winter Monthly Energy Next 3000 kph
Wlnter Monthly Energy over 3500 kph

109,123
B11,352
188,588 188,566

Subtotal
% d Annual Energy Par Category

2,550 2,484,111 188,811
7.52%

2,024,513
81.51%

272,488
10.97%

2,842,276
114.42%

- , .,.1»alwmsls 4 5 81 54555
_

4.144 1

Commercial
l u n l o
Single Phase Customer Months
Poly Phase Customer Months

200,229
192,877

Summer Monthly Energy 1st 500 kph
Summer Monthly Energy Next 54,500 kph
Summer monthly Energy over 55,000 kph

9,548,581
1a0,251,1s7
238,748,492

9,548,581
0
o

11,972,322
o
0

o
780,251,167

o

o
s00,0sa,a4s

o

o
780,251,157
101,zao,411

Wlnter Monthly Energy 1st sao kph
Wlnter Monthly Energy Next54,500 kph
Wlnnr Monthly Energy over 55,000 kph

11,972,322
soo,oss,a4s
128,074,355

o
o

233,748,492

o
0

128,074,365

o
soo.oss,a4s
aa4,2za,oos

Subtotal
% of Annual Energy Per Category

392,606 1,753,853,755 21 ,515,aaa
1.22%

1,380,320,014
78.28%

ae1,a11,s5a
20.52%

2,465,778,587
139.81%

num n
Single Phase Customer Months
Poly Phase Customer Months

4,2oa
7.41:

Summer Monthly Energy 1st son kph
Summer Monthly Energy Next s4,soo kph
Summer monthly Energy over 5s,000 kph

275,230
as,sos,sss
15,487,659

21s,2a0
o
o

o
59,906,836

0

0
59,906,836
48,402,976

Wlntor Monthly Energy 1st sao kph
Winter Monthly Energy Next54,500 kph
Wlnter Monthly Energy over55,000 kph

ass,ooo
53,958,135
5,855,871

263,000
0
o

0
o

15,467,658

0
0

s,ass,s11

0
53,958,136
20,570,513

Subtotal
% of Annual Energy Per Category

11,675 1ss,121,1a2 sos,zao
0.39%

0
53,958,155

0

113,864,972
83.28%

22,224,530
16.33%

1 so,saa,se1
132.26%

RIM 11
Single Phase Customer Months
Poly Phase Customer Months

a,s4s
ass

Annual kph 50,332,589 0 60,332,539 0 80,332,539

na01

Rare31 499 0

, a t

16,198,892

1,9W Wvo

0 16,196,892

22,054,143

Industrial

RT-18
RT-13PRS
RT-14
RT-14PRS
RT-85
R1-so

1,204,228,137
4,088,075

G14,097,291
93,850,178

1zs,4a1.410
241,242,523

1,204,228,137
4,oaa,015

514,097,291
93,850,178

128,481,410
2411242,523

1,204,228,187
4,088,075

614,097,291
93,850,178

12a,4a1,410
2411242,523

Subtotal
% of Annual Energy Par Category

1,200
24
96
12

salz
so

a,004 2,285,987,514

o
0
0
0
0
0

o
0.0o%

2,285,987,514
100.00%

0
0
o
0
0
0

0
0.00%

2,285,987,614
100.00%

Mining

RT-15
% of Annual Energy Par Category

24 s2s,soo,s00 o
0.00%

926,300,900
100.00%

o
0.00%

925,300,900
100.00%

Public Streets and Highway Lighting

..

fa 1

18,198,892
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RT.41
RT-47

48
48

24,132,797
9,397,676

0
0

24,132,797
9,897,676

o
0

24,132,797
9,397,676

Subtotal
% of Annual Energy Per Category

96 33,530,473 0
0.00%

33,530,473
100.00%

0
0.00%

33,530,473
100.00%

Other Sales - public Authorities

RT-40
RT-43

KG
3,212

101,171,450
123,574,584

0
0

101,171,460
123,574,584

o
0

101,171,460
123,574,584

Subtotal
% of Annual Energy Per Category

3,248 224,746,044 0
0.00%

224,746,044
100.00%

0
0.00%

224,745,044
100.00%

Lighting

RT-50
RT-51
RT-52

216
14,628
39,276

0
o
0

0
0
0

0
0
0

0
0
0

Subtotal
% of Annual Energy Per Category

53,904 7,287,604 0
0.00%

7,287,504
0.00%

0
0.00%

7,287,604
100.00%

Estimated
Total DSM
Qualifying
Adjusted
Retail Sales

Total 4,107,154 9,246,239,184 469,083,303 8,215,801,466 561,350,467 9,899,852,866

% of Annual Energy Per Category =
% of Annual DSM Revenue Per Category =

5.29%
0.00%

92.61%
82.99%

6.33%
11.01%

111.58%

Energy consumption Growth Rate for Next Year
without DSM

3.59%

34,700,000DSM Program Energy Consumption Reduction
Expected in kph next year:

Expected Cost DSM Programs for Next Year
(TDSMENY) : $12,500,000

Operating cost from the previous year
(ADSMEPY) : $10,450,252

The proposed TEP Efficiency Incentive from the
previous year (ADSMIPY) = $214,000

The proposed TEP Performance Incentive from
the previous year (ADSMPPY) = $520,000

The Actual Revenue produced by the previous
years Adjustor mechanism (ADSMRPY) = $11,217,936

$12,455,818The DSM Basic Program Dollars =

Basic DSM Adjustor Mechanism Tariff Rate Second Tier per KWH = $0.0012197a

DSM Performance Incentive Adjustor Rate $0.00061eas

DSM TEP Efficiency Incentive Adjustor Rate $0.00002314

DSM Adjustor Mechanism Tariff Rate First Tier per KWH =
DSM Adjustor Mechanism Tariff Rate Second Tier per KWH =
DSM Adjustor Mechanism Tariff Rate Third Tier per KWH =

a¢.¢¢oonven'
$0.00185922
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TUCSON ELECTRIC POWER COMPANY
FOR PERIOD ENDING DECEMBER 31, 2006

PROOF OF REVENUE - RESIDENTIAL

Line
No. Pricing Plan

Adjusted
Booked Billing
Determinants

A
RESIDENTIAL- R01 _ FROZEN

1
2

4,102,937
3,804

4
5
s

157,191,445
1,944,859,708

140,610,250

7
8
9

Customers (Single-Phase)
Customer (Three-Phase)
Summer
1st 500 kwhs
3,000 KWhS
3,501 kWhs and above
Winter
1st 500 kwhs
3,000 kwhs
3,501 kwhs and above

288,753,681
1,095,328,529

21,914,549

10 Revenue

11
12

TOTAL R01 _ FROZEN kph
Cult

3,640,658,163
342,228

RESIDENTIAL WATER HEATING - R02
13
14
15

Customers
1st 100 kwhs - is a customer charge
All Additional kwhs

28,728
2,472,456
2,788,089

16 Re ve nue

17
18

TOTAL R02 kph
Cust

5,260,545
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TUCSON ELECTRIC POWER COMPANY
FOR PERIOD ENDING DECEMBER 31, 2006

PROOF OF REVENUE _ RESIDENTIAL

Line
No. Pricing Plan

Adjusted
Booked Billing
Determinants

A
RESIDENTIAL TIME OF USE - R21 - ELIMINATED _
REPLACED BY NEW TIME OF USE _ R70N

1 34,512

2
3
4

117,504
10,533,594
1,773,241

5
6
7

174,420
15,635,784
2,632,152

8
9
10

0
0
0

11
12
13

149,837
4,802,085

169,610

14
15
16

Customer Charge
Summer On Peak
1st 500 kwhs
3,000 kwhs
3,501 kWhs and above
Summer Off Peak
1st 500 kwhs
3,000 kwhs
3,501 kwhs and above
Summer Shoulder Peak
1st 500 kwhs
3,000 kwhs
3,501 kwhs and above
Winter On Peak
1st 500 kwhs
3,000 kwhs
3,501 kWhs and above
Winter Off Peak
1st 500 kwhs
3,000 kwhs
3,501 kwhs and above

485,463
15,590,572

550,859

17 Revenue

18 TOTAL R21 kph
Cust

52,615,922
2,876
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TUCSON ELECTRIC POWER COMPANY
FOR PERIOD ENDING DECEMBER 31, 2006

PROOF OF REVENUE _ RESIDENTIAL

Line
No. Pricing Plan

Adjusted
Booked Brain
Determinants

A
RESIDENTIAL TIME OF USE - R70 _ ELIMINATED _
REPLACED BY NEW TIME OF USE _ R70N

1 50,748

2
3
4

150,911
6,145,782

692,004

5
6
7

628,225
25,584,092

2,880,723

8
9
10

59,597
2,427,051

273,282 I

11
12
13

465,283
4,964,541

134,128

14
15
16

Customers
Summer On Peak
1st 500 kwhs
3,000 kwhs
3,501 kwhs and above
Summer Off Peak
1st 500 kwhs
3,000 kwhs
3,501 kwhs and above
Summer Shoulder Peak
1st 500 kwhs
3,000 kwhs
3,501 kwhs and above
Winter On Peak
1st 500 kWh
3,000 kwhs
3,501 kwhs and above
Winter Off Peak
1st 500 kwhs
3,000 kwhs
3,501 kwhs and above

1,651,151
17,617,672

475,979

17 Revenue

18 TOTAL R70 kph
Cult

84,150,421
4,229
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TUCSON ELECTRIC POWER COMPANY
FOR PERIOD ENDING DECEMBER 31, 2006

PROOF OF REVENUE - RESIDENTIAL

Line
No. Pricing Plan

Adjusted
Booked Billing
Determinants

A
SPECIAL RESIDENTIAL ELECTRIC SERVICE _ R201A - FROZEN

1 86,138

2
3
4

777,880
27,076,790
2,295,440

5
6
7

920,158
21,183,879

790,838

8
9
10

Customers (Single-phase)
Mid-Summer
1st 500 kwhs
3,000 kwhs
3,501 kWh and above
Remaining Summer
1st 500 kwhs
3,000 kwhs
3,501 kwhs and above
Winter
1st 500 kwhs
3,000 kwhs
3,501 kwhs and above

3,035,325
34,712,482

802,397

11 Revenue

12 TOTAL R201A kph
Cust

91,594,770
7,178
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TUCSON ELECTRIC POWER COMPANY
FOR PERIOD ENDING DECEMBER 31, 2006

PROOF OF REVENUE - RESIDENTIAL

Line
No. Pricing Plan

Adjusted
Booked Billing
Determinants

A

1

2
3
4

a,sa87
390,920
55,298

5
6
7

38,423
1,584,414

224,124

8
g

10

3,696
180,791

22,745

11
12
13

13,871
247,584

27,406

14
15
16

56,428
1,007,149

111,486

17
18
19

5,280
94,245
10,432

20
21
22

37,240
888,879
116,884

23
24
25

SPECIAL RESIDENTIAL ELECTRIC SERVICE TIME OF USE - R201 B _ ELIMINATED -
REPLACED BY NEW ELECTRIC SERVICE TIME OF USE - R201 BN
Customers 6,353
Mid-Summer On Peak
1st 500 kwhs
3,000 kwhs
3,501 kwhs and above
Mid-Summer Off Peak
1st 500 kwhs
3,000 kwhs
3,501 kwhs and above
Mid-Summer Shoulder Peak
1st 500 kwhs
3,000 kwhs
3,501 kwhs and above
Remaining Summer On Peak
1st 500 kwhs
3,000 kwhs
3,501 kwhs and above
Remaining Summer Off Peak
1st 500 kwhs
3,000 kWhs
3,501 kwhs and above
Remaining Summer Shoulder Peak
1st 500 kwhs
3,000 kwhs
3,501 kwhs and above
Winter On Peak
1st 500 kwhs
3,000 kwhs
3,501 kwhs and above
Winter Off Peak
1st 500 kwhs
3,000 kWhs
3,501 kwhs and above

118,573
2,193,419

372,164

26 Revenue

27 TOTAL R201B k p h
Cust

7,588,438
529
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TUCSON ELECTRIC POWER COMPANY
FOR PERIOD ENDING DECEMBER 31, 2006

PROOF OF REVENUE .. RESIDENTIAL

Line
No. Pricing Plan

Adjusted
Booked Billing
Determinants

A

1

2
3
4

2,595
123,116

a,99e

5
6
7

11,459
543,590
39,721

8
9
10

1,164
55,194
4,03s

11
12
13

10,149
79,858
s,oe4

14
15
16

47,618
374,688
23,760

17
18
19

4,703
37,005

2,347

20
21
22

26,194
194,760

45,264

23
24
25

SPECIAL RESIDENTIAL ELECTRIC SERVICE TIME OF USE - R201 C - ELIMINATED -
REPLACED BY NEW ELECTRIC SERVICE TIME OF USE - R201CN
Customers 2,560
Mid-Summer On Peak
1st 500 kwhs
3,000 kwhs
3,501 kwhs and above
Mid-Summer Off Peak
1st 500 kwhs
3,000 kwhs
3,501 kWhs and above
Mid-Summer Shoulder Peak
1st 500 kwhs
3,000 kwhs
3,501 kwhs and above
Remaining Summer On Peak
1st 500 kwhs
3,000 kwhs
3,501 kWhs and above
Remaining Summer Off Peak
1st 500 kwhs
3,000 kwhs
3,501 kwhs and above
Remaining Summer Shoulder Peak
1st 500 kwhs
3,000 kwhs
3,501 kwhs and above
Winter On Peak
1st 500 kwhs
3,000 kwhs
3,501 kWhs and above
Winter Off Peak
1st 500 kwhs
3,000 kwhs
3,501 kwhs and above

82,929
616,801
143,303

26 Revenue

27 TOTAL R201 C kph
Cust

2,484,111
213

28 TOTAL 201

Revenue29
30
31

kph
Cust

1011667,319
7,921



Exh ib it DAS -4
Page 10 o f 20

TUCSON ELECTRIC POWER COMPANY
FOR PERIOD ENDING DECEMBER 31, 2006

PROOF OF REVENUE - RESIDENTIAL

Lin e
No . Pricing Plan

Adjusted
Booked Billing
Determinants

A

1

2

3

RESIDENTIAL SUMMARY

TOTAL RESIDENTIAL REVENUE

TOTAL RESIDENTIAL KWHS

TOTAL RESIDENTIAL CUSTOMERS

3,864,352,371

357,254
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TUCSON ELECTRIC POWER COMPANY
FOR PERIOD ENDING DECEMBER 31, 2006
PROOF OF REVENUE _ GENERAL SERVICE

Line
No. Pricing Plan Total

Adjusted
Booked Bllling
Determinants

A

SMALL GENERAL SERVICE - C10 - FROZEN
1
2
3

200,229
192,377

287,747,871

4
5
B

9,543,061
780,196,657
233,692,602

7
8
9

Customers (Single-Phase)
Customer (Three-Phase)
Energy First 3400 kph per month
Summer
1st 500 kWhs
next 54,500 kwhs
all remaining kwhs
Winter
1st 500 kwhs
next 54,500 kwhs
all remaining kwhs

11,971,822
500,014,346
128,023,475

10 Revenue

11 TOTAL C10 kph
Cust

1,763,441,975
32,717

SMALL GENERAL SERVICE - PRS 10 - CONTRACT
12 Revenue

kph
Cust

211,780
1

500
54,500
50,890

Summer
1st 500 kWh
next 54,500 kwhs
all remaining kwhs
Winter
1st 500 KWhS
next 54,500 kwhs
all remaining kwhs

500
54,500
50,890

C11
13
14
15
16

Customers (Single-phase)
Customer (Three-Phase)
Energy Summer
Energy Winter

3,948
336

33,529,195
25,803,344

17 Revenue

18 TOTAL C11 kph
Cust

60,332,539
357
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TUCSON ELECTRIC POWER COMPANY
FOR PERIOD ENDING DECEMBER 31, 2006
PROOF OF REVENUE _ GENERAL SERVICE

Line
No. Pricing Plan Total

Adjusted
Booked Billing
Determinants

A
GENERAL SERVICE TIME OF USE - C76 _ ELIMINATED -
REPLACED BY NEW GENERAL SERVICE TIME OF USE - R76N

1
2

4,203
7,41a

4
5
6

43,611
9,492,367
2,450,884

7
8
9

216,249
47,069,001
12,152,991

10
11
12

15,370
3,345,468

863,784

13
14
15

56,268
11,544,100
1,466,997

16
17
18

Customers (Single-phase)
Customer (Three-Phase)
Summer On-Peak
1st 500 kwhs
next 54,500 kwhs
all remaining kWhs
Summer Off-peak
1st 500 kwhs
next 54,500 kwhs
all remaining kwhs
Summer Shoulder Peak
1st 500 kwhs
next 54,500 kWhs
all remaining kWhs
Winter On Peak
1st 500 kwhs
next 54,500 kwhs
all remaining kwhs
Winter Off Peak
1st 500 kwhs
next 54,500 kwhs
all remaining kwhs

206,732
42,414,036

5,389,874

19 Revenue

20 TOTAL C76 k p h
Cust

136,727,732
973

C31
21
22

Summer - all Kwhs
Winter - all kwhs

11,457,973
4,738,919

23 Revenue

24 TOTAL C31 k p h
Cust

16,196,892
42
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TUCSON ELECTRIC POWER COMPANY
FOR PERIOD ENDING DECEMBER 31, 2006
PROOF OF REVENUE - GENERAL SERVICE

Line
No. Pricing  Plan Total

Adjusted
Booked Billing
Determinants

A

1

2
3

720,000
720,000

4
5

720,000
720,000

6
7

916,524
916,524

8
9

916,524
916,524

10
11
12

130,802,332
515,570,740
46,711,075

13
14

LARGE GENERAL SERVICE _ 113 _ ELIMINATED -
REPLACED BY NEW LARGE GENERAL SERVICE TIME OF USE - l85N
Customer Charge 7,200
Summer Demand
On Peak kW
Off Peak kW
Winter Demand
On Peak kW
Off Peak kW
Summer Demand All Additional kW
On Peak KW
Off Peak kW
Winter Demand All Additional kW
On Peak kW
Off Peak kW
Summer
On Peak kWh
Off Peak kwhs
Shoulder Peak kwhs
Winter
On Peak kwhs
Off Peak kwhs

119,944,726
391,199,264

15 Revenue

16 TOTAL 113 kph
Cust

1,204,228,137
600

PRS 13 - CONTRACT17

18
19
20

Revenue
kph
Cust

4,088,075
2
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TUCSON ELECTRIC POWER COMPANY
FOR PERIOD ENDING DECEMBERS, 2006
PROOF OF REVENUE _ GENERAL SERVICE

Line
No. Pricing Plan Total

Adjusted
Booked Billing
Determinants

A

1

2
3

36,000
36,000

4
5

36,000
36,000

6
7

21,140
21,140

8
g

11,970
11,970

10
11
12

e,151~,es5
29,592,895
2,126,538

13
14

LARGE GENERAL SERVICE TIME OF USE - l85A - ELIMINATED -
REPLACED BY NEW LARGE GENERAL SERVICE TIME OF USE - l85N
Customers 372
Summer Demand
On Peak kW
off Peak KW
Winter Demand
On Peak kW
off Peak kW
Summer Demand All Additional kW
On Peak kW
off Peak kW
Winter Demand All Additional kW
On Peak kW
Off Peak kW
Summer
On Peak kwhs
Off Peak kwhs
Shoulder Peak kWhs
Winter
On Peak kwhs
off Peak kwhs

5,802,304
22,212,312

15 Revenue

16 TOTAL l85A k p h
Cust

65,885,743
31



Exh ib it  DAS -4
Page 15 o f 20

TUCSON ELECTRIC POWER COMPANY
FOR PERIOD ENDING DECEMBER 31, 2005
PROOF OF REVENUE - GENERAL SERVICE

Line
No. Pricing Plan Total

Adjusted
Booked Billing
Determinants

A

1

2
3

24,000
24,000

4
5

24,000
24,000

6
7

se,o47
35,047

8
9

23,889
23,889

10
11
12

LARGE GENERAL SERVICE TIME OF USE FROZEN - l85F - ELIMINATED -
REPLACED BY NEW LARGE GENERAL SERVICE TIME OF USE - l85N
Customers 240
Summer Demand
On Peak kW
Off Peak kW
Winter Demand
On Peak kW
off Peak kW
Summer Demand All Additional kW
On Peak kW
off Peak kW
Winter Demand All Additional kW
On Peak kW
Off Peak kW
Summer
On Peak kwhs
Off Peak kwhs
Shoulder Peak kWhs
Winter
On Peak kwhs
Off Peak kwhs

5,748,531
27,935,990
1,956,514

13
14

5,677,051
21,277,580

15 Revenue

16 TOTAL l85F kph
Cust

62,595,666
20

1

2

3

SMALL AND LARGE GENERAL SERVICE SUMMARY

TOTAL GENERAL SERVICE REVENUE

TOTAL GENERAL SERVICE KWHS

TOTAL GENERAL SERVICE CUSTOMERS

3,313,708,541

s4,74:s
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TUCSON ELECTRIC POWER COMPANY
FOR PERIOD ENDING DECEMBER 31, 2006

PROOF OF REVENUE _ LARGE LIGHT AND POWER SERVICE

Line
No. Pricing Plan Total

Adjusted Booked
Billing

Determinants

A
LARGE LIGHT AND POWER - 114 _ ELIMINATED -
REPLACED BY NEW LARGE LIGHT AND POWER TIME OF USE - l90N

1 96

2
3

781,110
754,707

4
5

542,80e
536,292

6
7
8

17.7%
76.1%
6.3%

58,465,957
251,749,604
20,711,872

g
10

Customer Charge
Summer Demand
On Peak KW
Off Peak KW
Winter Demand
On Peak kW
Off Peak KW
Summer
On Peak kwhs
Off Peak kwhs
Shoulder Peak kwhs
Winter
On Peak kwhs
Off Peak kwhs

22.8%
77.2%

64,495,493
218,674,365

11 Revenue

12
13

TOTAL 114 kph
Cust

614,097,291
8

PRS 14 _ CONTRACT
Revenue14

15
16

kph
Cust

93,850,178
1
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TUCSON ELECTRIC POWER COMPANY
FOR PERIOD ENDING DECEMBER 31, 2006

PROOF OF REVENUE - LARGE LIGHT AND POWER SERVICE

Lin e
No . Pricing Plan Total

Adjusted Booked
Billing

Determinants

A
LARGE LIGHT AND POWER TIME OF USE - l90A - ELIMINATED -
REPLACED BY NEW LARGE LIGHT AND POWER TIME OF USE - l90N

1 12

2
3

41,051
41,718

4
5

41,204
41,369

6
7
8

13.9%
80.6%
5.5%

4,368,214
25,419,192
1,744,779

9
10

Customer Charge
Summer Demand
On Peak kW
Off Peak kW
Winter Demand
On Peak kW
Off Peak kW
Summer
On Peak kwhs
Off Peak kwhs
Shoulder Peak kwhs
Winter
On Peak kwhs
Off Peak kwhs

19.0%
81.0%

5,896,039
25,100,381

11 Revenue

12
13

TOTAL l90A k p h
Cust

62,528,605

1

165,342

LARGE LIGHT AND POWER TIME OF USE FROZEN l90F - ELIMINATED -
REPLACED BY NEW LARGE LIGHT AND POWER TIME OF USE - l90N

1 48

2
3

148,098
150,596

4
5

132,674
133,207

6
7
8

15.4%
78.8%
5.8%

15,169,458
77,504,261
5,686,028

9
10

Customer Charge
Summer Demand
On Peak kW
Off Peak kW
Winter Demand
On Peak kW
Off Peak kW
Summer
On Peak kwhs
off Peak kwhs
Shoulder Peak kwhs
Winter
On Peak kwhs
Off Peak kwhs

21.1%
78.9%

16,976,026
63,378,144

11 Revenue

12
13

TOTAL l90F kph
Cust

178,713,918
4
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TUCSON ELECTRIC POWER COMPANY
FOR PERIOD ENDING DECEMBER 31, 2006

PROOF OF REVENUE _ LARGE LIGHT AND POWER SERVICE

Line
No. Pricing Plan Total

Adjuatad Booked
Billing

Determinants

A

1

2

3

INDUSTRIAL SERVICE SUMMARY

TOTAL LARGE LIGHT AND POWER SERVICE REVENUE

TOTAL LARGE LIGHT AND POWER KWHS

TOTAL LARGE LIGHT AND POWER CUSTOMERS

949,188,992

14
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TUCSON ELECTRIC POWER COMPANY
FOR PERIOD ENDING DECEMBER 31, 2006
PROOF OF REVENUE - PUBLIC AUTHORITY

Line
No. Pricing Plan Total

Adjusted
BOoked Billing
Determinants

A
O40

1

2

Energy kph Summer
Energy kph Winter

58,667,833
42,694,636

3 Revenue

4 TOTAL P40 kph
Cult

101,362,469
3

P43
5
6

33,365,680
25,062,900

7
8

Energy kph Summer
Energy kph Winter
P45&46 Interruptible Service
Energy kph Summer
Energy kph Winter

35,724,522
29,743,473

9 Revenue

10 TOTAL P43 k p h
Cust

123,896,575
32

PUBLIC AUTHORITY SERVICE SUMMARY

11 TOTAL PA SERVICE REVENUE

12 TOTAL PA SERVICE KWHS

13 TOTAL PA SERVICE CUSTOMERS

225,259,044

35
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TUCSON ELECTRIC POWER COMPANY
FOR PERIOD ENDING DECEMBER 31, 200G

PROOF OF REVENUE _ LIGHTING

Line
No. Pricing  Plan Total

Adjusted
Booked
Billing

Determinants

A
P 41&47

33,727,5231

2 Revenue

3
4

k p h
Cust

33,727,523
8

5
6
7
8
9
10
11
12
13

P50, P51, P52
Per 100 Watt
Per 250 Watt
Per 400 Watt
Per One Pole
Underground Service
55TH - new
55P -new
55UG -new
70UG -new

120,300
19,380
17,565
3,960

47,892
504

1,104
1,512
2,472

14 Revenue

15
16

TOTAL P50 k p h
Cust

7,287,604

LIGHTING SERVICE SUMMARY

17 TOTAL LIGHTING SERVICE REVENUE

18 TOTAL LIGHTING SERVICE REVENUE KWHS

19 TOTAL LIGHTING SERVICE CUSTOMERS

41,015,127

8
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Proposed 2008 DSM Adjustor Mechanism Tariff - Calculation

Exh ib it DAS-5
Page 1 of 21

Customer Class
Customer
Months

Annual Energy
Consumption -

KWH

1st Tier -
KWH @ OX

2nd Tier -
KWH @ IX

3rd Tier - KWH
@EX

DSMAMTR
Energy

Equivalent

Residential
nm of
Single Phase Customer Months
Poly Phase Customer Months

4,102,987
a,a04

157,191,445
1,944,859,708

0
1,944,859,708

4211830,751

Summer Monthly Ener y 1st 500 kph
Summer Monthly Energy Next 3000 kph
Summer monthly Energy over 3500 kph

157,191,445
1,944,859,708

140,610,250 140,610,250

2B0,753,G81
1,095,328,529

Winter Monthly Energy 1st 50o kph
Winter Monthly Energy Next 3000 kph
Winter Monthly Energy over 3500 kph

280,753,681
1,095,328,529

21,914,549 21,914,549

0
1,095,328,529

65,743,647

Subto1£al
% of Annual Energy Per Category

4,106,741 3,640,658,163 437,945,125
12.03%

3,040,188,237
83.51 %

162,524,799
4.46%

3,527,762,635
96.90%

nun21
Single Phase Customer Months
Poly Phase Customer Months

34,512

291,925
25,169,378

0
26,169,878
13,216,180

Summer Monthly Energy 1st 500 kph
Summer Monthly Energy Next 3000 kph
Summer monthly Energy over 3500 kph

291,925
26,169,378
4,405,393 4,405,393

635,300
20,392,657

0
20,392,557
2,150,807

Winter Monthly Energy 1st 500 kph
Winter Monthly Energy Next 3000 kph
Winter Monthly Energy over 3500 kph

635,300
20,392,657

720,269 720,269

Subtotal
% of Annual Energy Per Category

34,512 52,515,922 92B,225
1.76%

45,552,035
B8.49%

5,125,662
9.74%

51,939,022
117.72%

Rm 1o
Single Phase Customer Months
Poly Phase Customer Months

50,148

838,733
34,155,925

Summer Monthly Energy 1st 500 kph
Summer Monthly Energy Next 3000 kph
Summer monthly Energy over 3500 kph

838,788
34,156,925
3,846,009 3,846,009

0
34,156,925
11 ,5a8,027

2,116,434
22,582,213

Winter Monthly Energy 1st 500 kph
Winter Monthly Energy Next 3000 kph
Winter Monthly Energy over 3500 kph

2,116,434
22,582,213

610,107 610,107

o
22,582,213
1,830,320

Subtotal
% of Annual Energy Per Category

50,748 64,150,421 2,955,167
4.61%

56,739,139
B8.45%

4,456,116
6.95%

70,107,486
109.29%

R319201 A
Single Phase Customer Months
Poly Phase Customer Months

86,138

1,698,038
48,260,469

0
48,260,469
9,258,236

Summer Monthly Energy 1st 500 kph
Summer Monthly Energy Next s000 kph
Summer monthly Energy over as00 kph

1,698,038
48,260,469
3,086,079 3,086,079

3,035,325
34,712,482

0
34,712,462
2,407,191

Winter Monthly Energy 1st 500 kph
Winter Monthly Energy Next 3000 kph
Winter Monthly Energy over 3500 kph

31835,325
34,712,462

802,397 802,397

Subtotal
% of Annual Energy Per Category

86,138 91,594,770 4,733,353
5.17%

B2,972,931
90.59%

a,888,4'1s
4.25%

94,638,359
103.32%

Rib zoo I.
Single Phase Customer Months
Poly Phase Customer Months

s,a5a

124,686
3,485,102

0
3,485,102
1,354,473

Summer Monthly Energy 1st 500 kph
Summer Monthly Energy Next a000 kph
Summer monthly Energy over 3500 kph

124,686
3,485,102

451,491 451 ,491

155,813
2,B82,298

0
2,882,298
1,457,144

Winter Monthly Energy 1st500 kph
Winter Monthly Energy Next 3000 kph
Winter Monthly Energy over a500 kph

155,813
2,882,298

489,048 489,048

$Ubto\al
% of Annual Energy Per Category

I4

e,ss:s 7,588,438 280,499
3.70%

6,367,401
83.91%

940,539
12.39%

9,189,017
121.09%



l -Lu Ill I

RIM zoo c
Singlo Phase Customer Months
Poly Phase Customer Months

Summer Monthly Energy 1st soc kph
Summer Monthly Energy Next soon kph
Summer monthly Energy over3500 kph

Wlnter Monthly Energy 1st sao kph
Wlntor Monthly Energy Next ao00 kph
Winter Monthly Energy over achoo kph

Subtotal
% of Annual Energy Per Category

2,5so

2,560 2,484,111

n,saa
1,218,451

83,921

109,1za
811,382
1as,5ss

109,128

186,811
7.52%

7'/,ess

. M

1,213,451

2,024,813
81.51%

811,362

272,488
10.97°/»

1sa,5se

831921

Exhibit DAS-5
Page 2 of 21

o
1,213,451

251,764

2,842,278
114.42%

o
811,382
585,899

Commercial
man 10
Slngle Phase Customer Months
Poly Phase Customer Months

200,229
192,377

Summer Monthly Energy 1st sao kph
Summer Monthly Energy Next 54,500 kph
Summer monthly Energy over55,000 kph

9,542,551
1ao,zs1,1e1
233,743,492

s,s4s,5e1
o
0

11,972,322
o
0

0
780,251,157

o

o
soo,0ss,a4e

0

0
780,251,187
7011230,477

Wlntsr Monthly Energy 1st500 kph
Wlnhr Monthly Energy Noxt 54,500 kph
Winter Monthly Energy over ss,o00 kph

11,972,822
soo,oss,a4s
12a,074,ss5

o
0

233,743,492

0
0

128,074,365

0
eoo,0sa,a4s
384,222,098

Subtotal
% of Annual Energy Per Category

392,606 1,1sa,esa,1ss 21,515,883
1.22%

1,as0,a20,014
7B.26%

ssh ,a11,ssa
20.52%

2,465,773,587
139.81%

n m  n
Single Phase Customer Months
Poly Phase Customer Months

4,205
1,473

Summer Monthly Energy 1st500 kph
Summer Monthly Energy Next 54,500 kph
Summer monthly Energy over55,000 kph

275,230
591906,836
15,4e7,s5s

275,230
0
o

0
as,sos,ass

0

0
as,sos,sss
46,402,976

Winter Monthly Energy 1st 500 kph
Wlnter Monthly Energy Non54,500 kph
Wlnter Monthly Energy over55,000 kph

263,000
53,9581135
6,858,871

263,000
0
o

o
ss,sss,1as

o

0
0

15,457,859

0
o

5,858,871

o
58,958,138
20,570,513

Subtotal
% of Annual Energy Mr Category

11 ,eve 138,727,732 538,230
0.39%

11a,as4,912
83.28%

22,324,580
18.33%

1s0,sss,ss1
132.28%

nm 11
Slngle Phase Customer Months
poly phase Customer Months

s,s4a
886

931881,735 0 93,851,735 o 93,861,735Annual kph

man so

Rats al 499 21,s54,ass

t.

0 27,654,866 0 27,854,866

n o uuuuu J

Industrial

RT-13
RT-1 apps
Rr.14
RT-14PRS
RT-85
RT-90

1,204,228,187
4,088,075

814,097,291
98,850,178

12a,4a1,410
241,242,523

0
o
0
0
o
0

1,204,228,137
41088,075

G14,097,291
93,8591178

128,481,410
241,242,523

0
0
0
0
0
o

1,204,2281137
4,088,075

514,097,291
93,850,178

12s,4a1,410
2411242,523

Subtotal
% of Annual Energy per Category

1,200
24
as
12

s12
so

a,oo4 2,2a5,sa1,s14 o
0.00%

2,285,987,814
100.00%

0
0.00%

2,285,987,814
100.00%

Min in g

RT-15
% of Annual Energy Per Category

24 s2s,a00,so0 0
0.00%

926,300,900
100.00%

o
0.00%

szs,a0o,soo
100.00%

Public Streets and Highway Lighting

. 8 . 8
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RT-41
RT-41

48
48

24,132,797
9,397,676

0
0

24,132,797
9,397,676

0
0

24,132,797
9,397,676

Subtotal
% of Annual Energy Per Category

96 33,530,473 o
0.00%

33,530,473
100.00%

0
0.00%

33,530,473
100.00%

Other Sales - Public Authorities

RT-40
RT-43

as
3,212

101,171,460
123,574,584

0
0

101,171,450
123,574,584

0
0

101,171,460
123,574,584

Subtotal
% of Annual Energy Per Category

3,248 224,746,044 0
0.00%

224,746,044
100.00%

0
0.00%

224,746,044
100.00%

Lighting

RT-50
RT-51
RT-52

216
14,628
89,276

0
0
0

0
0
0

0
0
0

0
0
0

Subtotal
% of Annual Energy Per Category

53,904 7,287,604 0
0.00%

7,287,604
0.00%

0
0.00%

7,287,504
100.00%

Total 4,707,1M 9,257,697,157 469,083,303 8,227,259,439 561,350,467

Estimated
Total DSM
Qualifying
Adjusted

9,911,310,839 Retail Sales

% of Annual Energy Per Category =

% of Annual DSM Revenue Per Category =

5.29%

0.00%

92.61%
82.99%

6.33%
17.01%

111.58%

0

Energy consumption Growth Rate for Next Year
without DSM

8.59%

DSM Program Energy Consumption Reduction
Expected in kph next year:

34,700,000

DSM Basic Program Balance and Expenses -
Next Year = $6,384,525

DSM Adjustor Mechanism Tariff Rate First Tier per KWH =

DSM Adjustor Mechanism Tariff Rate Second Tier per KWH =

DSM Adjustor Mechanism Tariff Rate Third Tier per KWH =

$Q.a§nn4n=
$0.000e24
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Exh ib it  DAS -5
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TUCSON ELECTRIC POWER COMPANY
FOR PERIOD ENDING DECEMBER 31, 2006

PROOF OF REVENUE _ RESIDENTIAL

Line
No. Pricing Plan

Adjusted
BoGk9d Billing
Determinants

A
RESIDENTIAL- R01 - FROZEN

1
2

4,102,937
31804

4
5
6

157,191,445
1,944,859,708

140,610,250

7
8
g

Customers (Single-Phase)
Customer (Three-Phase)
Summer
1st 500 kwhs
3,000 kwhs
3,501 kwhs and above
Winter
1st 500 kwhs
3,000 kwhs
3,501 kwhs and above

280,753,681
1,095,328,529

21,914,549

10 Revenue

TOTAL R01 _ FROZE kph11
12 Cust

3,640,858,163
342,228

RESIDENTIAL WATER HEATING _ R02
13
14
15

Customers
1st 100 kWhs - is a customer charge
All Additional kwhs

28,728
2,472,456
2,788,089

16 Revenue

17
18

TOTAL R02 k p h
Cust

5,260,545
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TUCSON ELECTRIC POWER COMPANY
FOR PERIOD ENDING DECEMBER 31, 2006

PROOF OF REVENUE _ RESIDENTIAL

Line
No. Pricing Plan

Adjusted
Booked Billing
Determinants

A
RESIDENTIAL TIME OF USE _ R21 - ELIMINATED -
REPLACED BY NEW TIME OF USE _ R70N

1 34,512

2
3
4

117,504
10,533,594
1 ,773,241

5
6
7

174,420
15,635,784
2,632,152

8
9
10

0
0
0

11
12
13

149,837
4,802,085

169,610

14
15
16

Customer Charge
Summer On Peak
1st 500 kwhs
3,000 kwhs
3,501 kwhs and above
Summer Off Peak
1st 500 kwhs
3,000 kwhs
3,501 kwhs and above
Summer Shoulder Peak
1st 500 kwhs
3,000 kWhs
3,501 kwhs and above
Winter On Peak
1st 500 kwhs
3,000 kwhs
3,501 kWhs and above
Winter Off Peak
1st 500 kwhs
3,000 kwhs
3,501 kwhs and above

486,463
15,590,572

550,659

17 Revenue

1-111 II lllll I

18 TOTAL R21 k p h
Cust

52,615,922
2,876
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TUCSON ELECTRIC POWER COMPANY
FOR PERIOD ENDING DECEMBER 31, 2006

PROOF OF REVENUE _ RESIDENTIAL

Line
No. Pricing Plan

Adjusted
Booked Billing
Determinants

A
RESIDENTIAL TIME OF USE _ R70 - ELIMINATED -
REPLACED BY NEW TIME OF USE - R70N

1 50,748

2
3
4

150,911
6,145,782

692,004

5
6
7

628,225
25,584,092

2,880,723

8
g

10

59,597
2,427,051

273,282

11
12
13

465,283
4,964,541

134,128

14
15
16

Customers
Summer On Peak
1st 500 kWhs
3,000 kwhs
3,501 kwhs and above
Summer Off Peak
1st 500 kwhs
3,000 kwhs
3,501 kWhs and above
Summer Shoulder Peak
1st 500 kwhs
3,000 kwhs
3,501 kwhs and above
Winter On Peak
1st 500 kwhs
3,000 kwhs
3,501 kWhs and above
Winter Off Peak
1st 500 kwhs
3,000 kwhs
3,501 kwhs and above

1,651,151
17,617,672

475,979

17 Revenue

18 TOTAL R70 k p h
Cust

64,150,421
4,229
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TUCSON ELECTRIC POWER COMPANY
FOR PERIOD ENDING DECEMBER 31, 2006

PROOF OF REVENUE _ RESIDENTIAL

Line
No. Pricing Plan

Adjusted
Booked Billing
Determinants

A

1

2
3
4

777,880
27,076,790

2,295,440

5
6
7

920,158
21,183,679

790,638

8
9
10

SPECIAL RESIDENTIAL ELECTRIC SERVICE _ R201A - FROZEN
Customers (Single-Phase) 86,138
Mid-Summer
1st 500 kwhs
3,000 kwhs
3,501 kwhs and above
Remaining Summer
1st 500 kWh
3,000 kwhs
3,501 kWh and above
Winter
1st 500 kwhs
3,000 kwhs
3,501 kwhs and above

3,035,325
34,712,482

802,397

11 Revenue

12 TOTAL R201A kph
Cust

91,594,770
7,178
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TUCSON ELECTRIC POWER COMPANY
FOR PERIOD ENDING DECEMBER 31, 2006

PROOF OF REVENUE _ RESIDENTIAL

Line
No. Pricing Plan

Adjusted
Booked Billing
Determinants

A
SPECIAL RESIDENTIAL ELECTRIC SERVICE TIME OF USE - R201 B » ELIMINATED -
REPLACED BY NEW ELECTRIC SERVICE TIME OF USE - R201BN

1 e,353

2
3
4

8,987
390,920
55,298

5
6
7

36,423
1 ,584,414

224,124

8
g

10

s,e9e
180,791

22,745

11
12
13

13,871
247,584
27,406

14
15
16

56,428
1,007,149

111,486

17
18
19

5,280
94,245
10,432

20
21
22

37,240
688,879
116,884

23
24
25

Customers
Mid-Summer On Peak
1st 500 kwhs
3,000 kwhs
3,501 kwhs and above
Mid-Summer Off Peak
1st 500 kwhs
3,000 kWhs
3,501 kWhs and above
Mid-Summer Shoulder Peak
1st 500 kWhs
3,000 kwhs
3,501 kWhs and above
Remaining Summer On Peak
1st 500 kwhs
3,000 kwhs
3,501 kWhs and above
Remaining Summer Off Peak
1st 500 kwhs
3,000 kwhs
3,501 kWhs and above
Remaining Summer Shoulder Peak
1st 500 kwhs
3,000 kwhs
3,501 kwhs and above
Winter On Peak
1st 500 kwhs
3,000 kwhs
3,501 kwhs and above
Winter Off Peak
1st 500 kwhs
3,000 kwhs
3,501 kwhs and above

118,573
2,193,419

372,164

26 Re ve nue

27 TOTAL R201B k p h
Cust

7,588,438
529
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TUCSON ELECTRIC POWER COMPANY
FOR PERIOD ENDING DECEMBER 31, 2006

PROOF OF REVENUE - RESIDENTIAL

Line
No. Pricing Plan

Adjusted
Booked Billing
Determinants

A
SPECIAL RESIDENTIAL ELECTRIC SERVICE TIME OF USE - R201 C - ELIMINATED -
REPLACED BY NEW ELECTRIC SERVICE TIME OF USE - R201CN

1 2,560

2
3
4

2,595
123,116

8,996

5
6
7

11,459
543,590

39,721

8
9
10

1,164
55,194
4,o33

11
12
13

10,149
79,858
5,064

14
15
16

47,618
374,688
23,760

17
18
19

4,703
37,005

2,347

20
21
22

26,194
194,780
45,264

23
24
25

Customers
Mid-Summer On Peak
1st 500 kwhs
3,000 kWh
3,501 kwhs and above
Mid-Summer Off Peak
1st 500 kwhs
3,000 kwhs
3,501 kwhs and above
Mid-Summer Shoulder Peak
1st 500 kwhs
3,000 kwhs
3,501 kwhs and above
Remaining Summer On Peak
1st 500 kwhs
3,000 kwhs
3,501 kwhs and above
Remaining Summer Off Peak
1st 500 kwhs
3,000 kwhs
3,501 kwhs and above
Remaining Summer Shoulder Peak
1st 500 kwhs
3,000 kwhs
3,501 kwhs and above
Winter On Peak
1st 500 kwhs
3,000 kwhs
3,501 kwhs and above
Winter Off Peak
1st 500 kwhs
3,000 kwhs
3,501 kwhs and above

82,929
616,601
143,303

26 Revenue

27 TOTAL R201 C kph
Cust

2,484,111
213

28 TOTAL 201

Revenue29
30
31

kph
Cust

101,667,319
7,921
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TUCSON ELECTRIC POWER COMPANY
FOR PERIOD ENDING DECEMBER 31, 2006

PROOF OF REVENUE _ RESIDENTIAL

Lin e
No . Pricing Plan

AdJl.l8t8d
Booked Billing
Determinants

A

1

2

3

RESIDENTIAL SUMMARY

TOTAL RESIDENTIAL REVENUE

TOTAL RESIDENTIAL KWHS

TOTAL RESIDENTIAL CUSTOMERS

3,864,352,371

357,254
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TUCSON ELECTRIC POWER COMPANY
FOR PERIOD ENDING DECEMBERS, 2006
PROOF OF REVENUE _ GENERAL SERVICE

Lin e
No . Pricing Plan Tota I

Adjusted
Booked Billing
Determinants

A

SMALL GENERAL SERVICE _ C10 - FROZEN
1
2
3

200,229
192,377

287,747,871

4
5
6

9,543,061
788,198,667
233,892,602

7
8
g

Customers (Single-Phase)
Customer (Three-Phase)
Energy First 3400 kph per month
Summer
1st 500 kwhs
next 54,500 kwhs
all remaining kwhs
Winter
1st 500 kwhs
next 54,500 kWhs
all remaining kwhs

11,971,822
690,014,346
128,023,475

10 Revenue

11 TOTALC10 kph
Cust

1,763,441,975
32,717

SMALL GENERAL SERVICE _ PRS 10 - CONTRACT
12 Re ve nue

kph
Cult

211,780
1

500
54,500
50,890

Summer
let 500 kwhs
next 54,500 kwhs
all remaining kWhs
Winter
let 500 kwhs
next 54,500 kwhs
all remaining kwhs

500
54,500
50,890

C11
13
14
15
16

Customers (Single-phase)
Customer (Three-Phase)
Energy Summer
Energy Winter

3,948
336

33,529,195
60,332,539

17 Re ve nue

18 TOTALC11 k p h
Cust

93,861,735
357
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TUCSON ELECTRIC POWER COMPANY
FOR PERIOD ENDING DECEMBER 31, 2006
PROOF OF REVENUE _ GENERAL SERVICE

Lin e
No . Pricing Plan Total

Adjusted
Booked Billon
Determinants

A
GENERAL SERVICE TIME OF USE - C76 - ELIMINATED -
REPLACED BY NEW GENERAL SERVICE TIME OF USE - R76N

1

2

4,203
7,473

4
5
6

43,611
9,492,367
2,450,884

1
8
9

216,249
47,069,001
12,152,991

10
11
12

15,370
3,345,468

863,784

13
14
15

56,268
11,544,100
1,466,997

16
17
18

Customers (Single-phase)
Customer (Three-Phase)
Summer On-Peak
1st 500 kwhs
next 54,500 kwhs
all remaining kwhs
Summer Off-peak
1st 500 KWhS
next 54,500 kWhs
all remaining kWhs
Summer Shoulder Peak
1st 500 kwhs
next 54,500 kwhs
all remaining kWhs
Winter On Peak
1st 500 kwhs
next 54,500 kwhs
all remaining kWhs
Winter Off Peak
1st 500 KWhS
next 54,500 kwhs
all remaining kWhs

206,732
42,414,036

5,389,874

19 Revenue

20 TOTAL C76 kph
Cust

136,727,732
973

C31
21
22

Summer - all Kwhs
Winter - all kwhs

11,457,973
16,196,892

23 Revenue

24 TOTAL C31 k p h
Cust

27,654,866
42

n



Exh ib it  DAS -5
P a g e  13 o f21

TUCSON ELECTRIC POWER COMPANY
FOR PERIOD ENDING DECEMBER 31, 2006
PROOF OF REVENUE - GENERAL SERVICE

Line
No. Pricing Plan Total

Adjusted
Booked Billing
Determinants

A
LARGE GENERAL SERVICE - 113 - ELIMINATED -

1

2
3

720,000
720,000

4
5

720,000
720,000

e
7

916,524
916,524

8
9

916,524
916,524

10
11
12

REPLACED BY NEW LARGE GENERAL SERVICE TIME OF USE - l85N
Customer Charge 7,200
Summer Demand
On Peak kW
Off Peak kW
Winter Demand
On Peak kW
off Peak kW
Summer Demand All Additional kW
On Peak kW
Off Peak kW
Winter Demand All Additional kW
On Peak kW
Off Peak kW
Summer
On Peak kWh
Off Peak kwhs
Shoulder Peak kWhs
Winter
On Peak kwhs
Off Peak kwhs

130,802,332
515,570,740
46,711,075

13
14

119,944,726
391,199,264

15 Revenue

16 TOTAL 113 k p h
Cust

1,204,228,137
600

PRS 13 - CONTRACT17

18
19
20

Revenue
kph
Cult

4,088,075
2
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TUCSON ELECTRIC POWER COMPANY
FOR PERIOD ENDING DECEMBER 31, 2006
PROOF OF REVENUE _ GENERAL SERVICE

Line
No. Pricing Plan Total

Adjusted
Booked Billing
Determinants

A

1

2
3

ae,0o0
36,0G0

4
5

36,000
38,000

6
7

21,140
21,140

8
9

11,970
11,970

10
11
12

6,151,695
29,592,895
2,126,538

13
14

LARGE GENERAL SERVICE TIME OF USE - l85A - ELIMINATED -
REPLACED BY NEW LARGE GENERAL SERVICE TIME OF USE - I85N
Customers 372
Summer Demand
On Peak kW
Off Peak kW
Winter Demand
On Peak kW
Off Peak kW
Summer Demand All Additional kW
On Peak kW
off Peak kW
Winter Demand All Additional kW
On Peak KW
Off Peak kW
Summer
On Peak kwhs
off Peak kwhs
Shoulder Peak kWhs
Winter
On Peak kWhs
Off Peak kwhs

5,802,304
22,212,312

15 Revenue

16 TOTAL l85A kph
Cust

65,885,743
31
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TUCSON ELECTRIC POWER COMPANY
FOR PERIOD ENDING DECEMBER 31, 2006
PROOF OF REVENUE _ GENERAL SERVICE

Line
No. Pricing Plan Total

Adjusted
Booked Billing
Determinants

A

1

2
3

24,000
24,000

4
5

24,000
24,000

6
7

36,047
36,047

8
g

23,889
23,889

10
11
12

5,748,531
27,935,990
1,956,514

13
14

LARGE GENERAL SERVICE TIME.OF USE FROZEN - l85F - ELIMINATED -
REPLACED BY NEW LARGE GENERAL SERVICE TIME OF USE - l85N
Customers 240
Summer Demand
On Peak KW
Off Peak kW
Winter Demand
On Peak kW
Off Peak kW
Summer Demand All Additional kW
On Peak kW
Off Peak kW
Winter Demand All Additional kW
On Peak kW
Off Peak kW
Summer
On Peak kWhs
Off Peak kwhs
Shoulder Peak kwhs
Winter
On Peak kwhs
Off Peak kwhs

5,677,051
21,277,580

15 Revenue

16 TOTAL l85F kph
Cult

62,595,666
20

1

2

3

SMALL AND LARGE GENERAL SERVICE SUMMARY

TOTAL GENERAL SERVICE REVENUE

TOTAL GENERAL SERVICE KWHS

TOTAL GENERAL SERVICE CUSTOMERS

3,358,595,709

a4,74a
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TUCSON ELECTRIC POWER COMPANY
FOR PERIOD ENDING DECEMBER 31, 2006

PROOF OF REVENUE - LARGE LIGHT AND POWER SERVICE

Line
No. Pricing Plan Total

Adjusted
Booked Billing
Determinants

A

1

2
3

781,110
764,707

4
5

542,806
536,292

6
7
8

17.7%
76.1%
6.3%

58,465,957
251,749,604
20,711,8'?2

9
10

LARGE LIGHT AND POWER - 114 - ELIMINATED -
REPLACED BY NEW LARGE LIGHT AND POWER TIME OF USE - I90N
Customer Charge 96
Summer Demand
On Peak kW
Off Peak kW
Winter Demand
On Peak kW
Off Peak kW
Summer
On Peak kwhs
Off Peak kwhs
Shoulder Peak kwhs
Winter
On Peak kwhs
Off Peak kwhs

22.8%
77.2%

54,495,493
218,674,365

11 Revenue

12
13

TOTAL 114 k p h
Cust

614,097,291
8

PRS 14 - CONTRACT
Revenue14

15
16

kph
Cust

93,850,178
1
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TUCSON ELECTRIC POWER COMPANY
FOR PERIOD ENDING DECEMBER 31, 2006

PROOF OF REVENUE _ LARGE LIGHT AND POWER SERVICE

Line
No. Pricing Plan Total

Adjusted
Booked Billing
Determinants

1

2
3

41,051
41.718

4
5

41,204
41,389

6
7
8

13.9%
80.6%

5.5%

4,368,214
25,419,192

1,744,779

9
10

A
LARGE LIGHT AND POWER TIME OF USE - l90A - ELIMINATED -
REPLACED BY NEW LARGE LIGHT AND POWER TIME OF USE - l90N
Customer Charge 12
Summer Demand
On Peak kW
Off Peak KW
Winter Demand
On Peak kW
off Peak kW
Summer
On Peak kwhs
Off Peak kwhs
Shoulder Peak kWh
Winter
On Peak kwhs
off Peak kwhs

19.0%
81.0%

5,896,039
25,100,381

11 Revenue

12
13

TOTAL l90A k p h
Cust

62,528,605
1

165,342

1

2
3

148,098
150,506

4
5

132,674
133,207

6
7
8

15.4%
78.8%

5.8%

15,169,458
77,504,261

5,686,028

9
10

LARGE LIGHT AND POWER TIME OF USE FROZEN l90F - ELIMINATED -
REPLACED BY NEW LARGE LIGHT AND POWER TIME OF USE - I90N
Customer Charge 48
Summer Demand
On Peak kW
Off Peak KW
Winter Demand
On Peak KW
off Peak kW
Summer
On Peak kwhs
Off Peak kwhs
Shoulder Peak kwhs
Winter
On Peak kwhs
Off Peak kwhs

21.1%
78.9%

16,978,026
63,378,144

11 Revenue

12
13

TOTAL l90F k p h
Cust

178,713,918
4
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TUCSON ELECTRIC POWER COMPANY
FOR PERIOD ENDING DECEMBER 31, 2006

PROOF OF REVENUE - LARGE LIGHT AND POWER SERVICE

Line
No. Pricing Plan Total

Adjusted
Booked Billing
Determinants

A

1

2

3

INDUSTRIAL SERVICE SUMMARY

TOTAL LARGE LIGHT AND POWER SERVICE REVENUE

TOTAL LARGE LIGHT AND POWER KWHS

TOTAL LARGE LIGHT AND POWER CUSTOMERS

949,189,892

14
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TUCSON ELECTRIC POWER COMPANY
FOR PERIOD ENDING DECEMBER 31, 2006

PROOF OF REVENUE .| PUBLIC AUTHORITY

Line
No. Pricing  Plan Total

AdJusted
Booked
Billing

Detnrmlnants

A
O40

1

2

Energy kph Summer
Energy kph Winter

58,867,833
101,352,469

3 Revenue

4 TOTAL P40 k p h
Cust

180,030,302
3

P43
5
6

33,385,680
25,062,900

7
8

Energy kph Summer
Energy kph Winter
P45&46 interruptible Service
Energy kph Summer
Energy kph Winter

35,724,522
29,743,473

9 Revenue

10 TOTAL P43 k p h
Cust

123,896,575
32

PUBLIC AUTHORITY SERVICE SUMMARY

11 TOTAL PA SERVICE REVENUE

12 TOTAL PA SERVICE KWHS

13 TOTAL PA SERVICE CUSTOMERS

283,926,877

35
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TUCSON ELECTRIC POWER COMPANY
FOR PERIOD ENDING DECEMBER 31, 2006

PROOF OF REVENUE _ LIGHTING

Line
No. Pricing Plan Total

Adjusted
Booked Billing
Determinants

A
P41&47

1

2

33,727,523
Revenue

3
4

kph
Cust

33,727,523

5
6
7
8
9

10
11
12
13

P50, P51, P52
Per 100 Watt
Per 250 Watt
Per 400 Watt
Per One Pole
Underground Service
55TH - new
55P -new
55UG -new
70UG -new

120,300
19,380
17,568
3,960

47,892
504

1,1o4
1,s12
2,472

14 Revenue

15
16

TOTAL P50 kph
Cult

7,287,604

LIGHTING SERVICE SUMMARY

17 TOTAL LIGHTING SERVICE REVENUE

18 TOTAL LIGHTING SERVICE REVENUE KWHS

19 TOTAL LIGHTING SERVICE CUSTOMERS

41,015,127

a
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Education and Outreach

Direct Load Control

Low Income Weatherization

New Home Construction

Residential HVAC Retrof it

Shade Tree Program
CFL Buydown Program

Residential Subtotal

Existing Facilities Program

Small Business Program
Existing Facilities Program

Non-Residential Subtotal

To ta l

Exhibit DAS-5
Page 21 of21

Budgets

2008 Portfolio Budgets - Used in

Portfolio Plan

. . .n Edie 5 8
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TEP's  DSM Effic iency Incentive Mechanis m
Calculation Des cription and Example

Ca lcula tion De s cription:

The  DSM Efficiency Incentive  Mechanism is  intended to provide  a  financia l incentive  to insta ll otherwise
more expensive  energy efficient equipment as part of the  e lectric grid or in partnership with customers.
In order for equipment to qualify for enhanced financia l recovery, it must provide  a t least 15% lower
losses in the  case  of transmission or distribution equipment or 15% better energy utiliza tion in the  case  of
energy conversion equipment, than similarly functioning cost e ffective  equipment. The  energy efficient
asset can not cost more than 20% more than the similarly functioning asset that would most cost
effective ly serve  TEP 's purpose  without any extra  financia l incentives.

The extra  financia l incentive  would be  provided by including the  value  of the  energy efficiency asse t in
the utility rate  base at the next rate  case for full revenue recovery in the same manner as all other similar
utility asse ts and, in addition, including 1% of the  original va lue  of the  energy efficiency asse t to be
recovered each year for the  first five  years in the  DSM Adjustor Mechanism after the  energy efficiency
asset is operational and in service.

Prior to the  purchase  of an energy efficient asse t TEP will submit to the  ACC Staff who then shall review
and recommend Commission approval for each energy efficiency asset to be afforded enhanced financial
recovery. TEP shall submit sufficient evidence as is needed to demonstrate  that the  energy efficient asset
meets the  qualification criterion established above.

Use  of the  DSM Efficiency Incentive  Mechanism would require  TEP  to annua lly file  in the  DSM filing
the  following information :

A statement of the original value of each energy efficient asset and the year it first was claimed for
enhanced financial incentive.
The total value of the aggregate of all energy efficient assets claimed for enhanced financial incentive in the
next year ("TVAEEA").
The estimated total retail sales of electrical energy in kph for the next year ("TRSOEE") before expected
DSM program-created energy consumption reductions are included.
The estimated DSM program-created energy consumption reductions in the next year ("DSMECRCY").

The  DSM Efficiency Incentive  Ra te  ("DSMEIR") would then be  ca lcula ted as:

DS MEIR in $/kwh = ((TVAEEA * 0.01) / (TRS OEE - DS MECRCY))

Exa m ple :

A hypothe tica l example  ca lcula ting the  DSMEIR for 2009: In February 2008, a  line  reconductor project
is completed, operational and in service  using a  4/0 copper conductor resulting in a  line  segment with
22% lower life time losses than the  1/0 copper conductor tha t was otherwise  the  most cost effective . The
tota l project cost was $850,000 which was 118% of the  cost of the  1/0 copper conductor. The  4/0 copper
conductor was approved for enhanced financia l incentive  trea tment by the  ACC in December 2007. It
was the  only asset approved a t the  time the  2009 DSM Adjustor Mechanism Rate  filing was submitted.
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The  2009 TRSOEE before  DSM measures is  expected to be  10,200,000,000 kph. DSMECRCY in 2009
are  expected to be  145,000,000 kph. The  DSM Efficiency Incentive  Rate  for 2009 would be :

((850,000 * 0.01) / (10,200,000,000 -. 145,000,000)) = $0.00000085 /kph

This would then be  added to the  other components to build the  DSM Adjustor Mechanism Tariff Rate  for
2009, plus for an additional four years.
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TEP's  DSM Performance Incentive Mechanis m
Calculation Des cription and Example

The intended result of successful energy efficiency programs is the  reduction of e lectric energy
consumption and/or e lectric demand. While  this reduces the  variable  and/or fixed costs of producing
electrical energy for an e lectric utility, it a lso reduces the  revenue derived from energy consumption based
rates and reduces the opportunity for the utility to earn a  re turn on assets. These intended results are
mitigated by the  implementa tion of a  performance incentive  by providing customers with a  90% share
and TEP with 10% share  of the  overa ll ne t benefits  of the  DSM Portfolio excluding the  Direct Load
Control program, the  Low-Income Weatherization program and the  Educational and the  Outreach
Programs. During the  first year of DSM programs would most like ly produce  reduced or nega tive  ne t
benefits . Therefore , the  performance  incentive  would sta rt a fte r the  first full year of implementa tion -
giving time for programs to ramp up and reach their savings potentia l.

Use  of the  DSM Performance  Incentive  Mechanism would require  TEP to annually file  the  following
informa tion:

TEP will report actual net DSM Portfolio benefits (Program Benefits minus the Program costs).
The net benefits will be verified through the Measurement and Evaluation process.

The net benefits will be  ca lcula ted each reporting period and will be  included in the  next annual
true  up in TEP 's DSM adjustor mechanism.

• The total of each program's net benefits (or net costs) will be calculated and summed.

The Direct Load Control (DLC), Low-Income Weatherization (LIW) and the Education
and Outreach programs are outside of the scope of the performance incentive and will not
be considered with the net benefits or the spending cap. The Education and Outreach
Program will not have saving assigned to it and the LIW Program is expected to produce
a negative net cost to society. The DLC program results primarily in capacity reductions,
not energy savings and is thus not appropriate for being included in the DSM
Performance Incentive. (See Program Descriptions DAS -- l attachments 1,2 and 3)

After the Poltfolio's net benefits are summed then a 10% cap (of period spending) will be
applied to detennine the maximum amount of the performance incentive.

• The lesser of the 10% cap or the sum of the net benefits will be the total DSM
performance incentive and added to the DSM Adjustor Mechanism.
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New Home Construction $12,487,377 $4,765,342 $7,722,035 $7,722,035

Residentia lHVAC Re trofit $1,086,090 $641,333 $444,757 $444,757

Shade Tree Program $451,828 $267,514 $184,315 $184,315

CFL Buydown P rogram $3,602,232 $1,270,206 $2,332,026 $2,332,026
.-¢ .,.

Non-ResidentialEfficient Programs

Existing Facilitie s  P rogram $7,162,266 $1,797,368 $5,364,898 35,364,898

Small Business Program $2,879,203 $1,063,992 $1,815,211 $1,815,211

•Efficient Commercia l Building Desi $2,763,623 31,319,383 $1,444,240 $1,444,240

Performance Incentive

$2,077,730

Cap -- 10% of spending (assuming a  $12.4 M Budget) $1,236,294

To ta l DSM Perfo rman ce  In cen tive $1,236,294

Direct Load Control $5,440,427 $3,970,500 $1,469,927 $146,993

Education and Outreach NA NA NA NA

Low Income Weatheriza tion $251,584 $373,663 -$122,079 NA
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See the attached example below.

Exa m p le  o f a n  Es t im a te d  DS M P e rfo rm a n c e  In c e n t ive
2008 P ro g ra m  P o rt fo lio


